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FARM PRICES AND FARM INCOME 


TUESDAY, APRIL 24, 1951 


Hovst or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMan. The committee will please be in order. 

Mr. Secretary, we are delighted to have you with us this morning. 
This is your first appearance before the committee during the current 
session of the House. 

Before you present your statement I would like to make a brief 
observation. 

We were prompted to invite you to appear before the committee 
on account of what appears to be very much of an avalanche of 
propaganda through the press and over the radio to the effect that 
the farmers of the Nation are being enriched unduly, and that farm 
pres are responsible for an unreasonable increase in the cost of 
iving. 

Statements through the press and over the radio are further to the 
effect that the price-support program has brought about this situation, 
and that the parity formula as it has operated has likewise been a 
contributing factor. 

We would like you to discuss the situation actually as it is and to 
give the committee facts and figures that you have available to you 
related to the subject which I have just mentioned. I do not mean to 
confine you to those particular things, but we believe it to be of tre- 
mendous importance that the public be given accurate information 
concerning the situation. 

We would like, also, for you to discuss, if you will, farm income as 
related to nonfarm income, including, of course, industrial wages and 
farm wages and the general and over-all agricultural picture. 

We will be very glad to hear from you at this time and to have you 
discuss those matters and such other matters as you may desire to 
discuss with the committee. 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY O. V. WELLS, CHIEF OF 
BUREAU OF AGRICULTURAL ECONOMICS, DEPARTMENT OF 
AGRICULTURE 


Secretary Brannan. Thank you, Mr. Chairman. 

I should, first, like to express my pleasure at being with the com- 
mittee for the first time this year and of having the opportunity to 
discuss what I think is one of the really important questions which 
confront both the Department and the committee in our normal 
functions and, certainly, as representatives of American farmers. 
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You, Mr. Chairman, and several of the members of the committee 
and we in the Department have discussed this problem on a number 
of occasions previously. 

On February 9, I issued a statement which attempted to deal with 
this matter of the public understanding of the place that the farmer 
plays in the economy—that is, in the emergency economy, and in the 
relationship of farm prices in the price-control picture. We have, 
subsequently, for the purposes of the meeting today and for those who 
are still interested in the subject, revised that statement and reissued 
it as of April 23. And there is a copy before you and the members of 
the committee at this time. 

(The statement referred to is as follows:) 


Farm PRICES IN THE Price ContTrROL PICTURE 


(Statement issued by Secretary of Agriculture Charles F. Brannan on February 9, 
1951, with data revised as of April 23, 1951) 


A number of recent public statements have created the impression that agri- 
cultural commodity prices are unreasonably or disproportionately high in relation 
to prices of other consumer goods or to wages or to the farmer’s costs. This im- 
pression is not warranted by the facts. 

Other statements indicate that food prices are exempted from price control. 
This also is not true. On the contrary, the food products now included in the 
freeze order (or otherwise under direct control) represent about 40 percent of the 
total food cost in the BLS Consumers’ Price Index. 

Still other statements seek to show that farmers have been given special or 
privileged treatment in the laws and regulations providing for inflation control. 
Again, this is not true. 

The purpose of this statement is not to deny that prices of some foods and farm 
commodities -have substantially increased but rather to show where they really 
stand in our economy of general prosperity and full employment. 


1. HOW HIGH ARE FARM PRICES? 


It is true, of course, that prices received by farmers for many commodities have 
risen in recent months and are now high in relation to their own history. But the 
same is true of most other raw and finished goods. For example, since the Korean 
outbreak, wholesale prices of nonferrous metal have gone up about 29 percent, 
chemicals about 27 percent, and textiles 35 percent. In the same period, prices 
received by farmers have advanced 26 percent. 

Prices received by farmers are slightly above their previous record level, but 
farmers costs, as well as corporate profits, wages, and average personal incomes 
are all setting new records. 

Here are the major facts about farm commodity prices and farm income which 
should be considered in the present situation: 

(A) Most prices of farm commodities to the producer are below parity—the 
statutory measure of fair relationship between prices received by farmers and 
prices paid by farmers. Some are above parity—meats in particular—but these 
are now under the same type of control that applies to all other prices. 

Much has been made of the fact that the farm commodities selling below 
parity are free to rise and thus increase the cost of living before becoming subject 
to control. But if all farm commodities now below parity should reach the parity 
level, consumer food costs would rise less than 5 percent, and this would mean 
only a little more than a 1% percent rise in the over-all cost of living. 

Moreover, it is extremely unlikely that such arise will occur. Prices of potatoes 
and oranges represent almost a third of that 5 percent difference; those prices 
have been below 60 percent of parity and there are no current indications of 
substantial rises. Also, canned fruits and vegetables now in the warehouses and 
grocery stores are from last year’s crop, already sold by the farmer; thus, there 
is no farm price of those commodities to be increased. 

(B) Food prices have risen less than prices of some other commodity groups 
in the BLS Consumers’ Price Index. From June to March, food went up 11.4 
percent while clothing rose 10.0 percent and house furnishings rose 14.0 percent. 
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Consumers’ Price Index: Cost of goods purchased by wage earners and low-salaried 
workers in large cities, United States (1935-89=100) ! 





Percentage 


change from 
June 1950 March 1951 June 1950 to 


March 1951 
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1 Compiled from reports of Bureau of Labor Statistics. 


(C) The average of all farm commodity prices has only recently overcome the 
drop it took in 1948 and 1949. The drop in farm prices averaged 24 percent 
while eden prices and wages were either dropping very little or continuing 
upward, 

As of March 15, prices received by farmers were at 311 percent of their 1910-14 
average. While receiving lower prices in 1948 and 1949 farmers had to continue 
paying high prices, with the result that their net realized income went down 
3 years in a row. 

Net income realized by farm operators dropped from almost $18 billion in 
1947 to about $16.5 billion in 1948, about $14 billion in 1949, and about $13 
billion in 1950. If prices had not risen substantially in the latter part of 1950 
farmers’ net income for that year would have been further appreciably reduced. 

(D) No other major segment of our economy went through such a severe 
economic set-back. In fact, corporate profits after taxes, following a small 
decline, have gone on up to new records and are now running about 44 percent 
above the 1947 rate. For 1950 as a whole they were 21 percent above 1947. 
Wages have gradually risen, and hourly earnings of factory workers in 1950 were 
18 percent above the 1947 level. 

orporate profits after taxes amounted to $18.5 billion in 1947, went up to 
$20.9 billion in 1948, were at $17 billion in 1949, and reached a new record peak 
of $22.4 billion in 1950. In the last quarter of 1950, they were running at an 
annual rate of about $26.7 billion. Factory wages were $1.24 per hour in 1947, 
$1.46 in 1950, and for February 1951 were $1.56. 

(See attached chart for these and other comparisons.) 

It is sometimes said that it is unfair to compare recent trends with levels reached 
in 1947, the all-time high year for agricultural income. Other comparisons can 
be made. For example, for the last quarter of 1950 as compared with the prewar 
period 1935-39, food prices had slightly more than doubled, but consumers’ dis- 
posable income per capita was more than 2% times the prewar level. Also, in 
1950 income from agriculture was running 2% times the 1935-39 average, while 
nonagricultural income was almost 34 times and corporate profits more than 6 
times 1935-39. 

It should also be remembered that until the early part of the recent war, agri- 
culture had not fully recovered from its long depression of the 1920’s and early 
thirties. Comparisons based upon depression conditions are completely unfair. 
Comparisons with postwar benchmarks at least measure how the various segments 
of the economy have been doing recently. ‘ 

(E) Food is a better bargain for the average person today than in the prewar 
period. Those people whose incomes have kept up with the average can buy 
with 19 percent of their disposable income the same diet that required 23 percent 
of their disposable income in 1935-39. It is true, of course, that persons whose 
incomes have substantially lagged behind the general rise are at a disadvantage— 
some seriously. They have a real problem which requires the sympathetic at- 
tention of the whole public. However, agricultural commodity prices in general 
cannot be geared to the needs of the disadvantaged group as long as other prices 
are left at high levels. The result would be to drive farmers out of business and 
disrupt production at the time we most need a strong, highly productive agricul- 
ture. 
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(F) Prices of many farm commodities have very little relationship to consumer 
prices. Several examples give this picture clearly: 

The cotton in a shirt now selling for $3.50 to $4 probably did not bring the 
farmer more than 35 cents. 

A 19-cent can of tomatoes represents about 3 cents of gross income to the farmer. 

— corn in a can retailing at 21 cents brought less than 2% cents to the 
producer. 

Onions which were selling in stores in February for 7.7 cents a pound had been 
sold by the farmers for a little less than 3 cents. 

When milk leaves the farm, it immediately goes into a distribution and proc- 
essing system that almost doubles its price in a few hours. 

The wheat in a loaf of bread that sells for 16 cents brings the farmer only about 
2.85 cents. It is interesting to note that the retail price of bread has gone up 1.9 
cents a loaf since June. If this were due entirely to a rise in the price of wheat, it 
would mean that wheat had gone up $1.25 a bushel. Actually, the farm price of 
= =“ January was only 19 cents a bushel higher than it was before the Korean 
outbreak. 

Although the farmer is getting a larger share of the consumer’s food dollar than 
a year ago (now about 51 percent) this is still considerably smaller than the share 
received by the farmer in several recent years. In 1945 and 1946 the farmer’s 
share averaged 54 and 53 percent, respectively. From January of 1943 through 
September 1948, the farmer’s share did not go below 50 percent in any month. 

(G) Causes of price rises in agricultural commodities are somewhat different 
from the causes of price rises in nonfarm commodities generally. Prices of many 
manufactured items tend to rise because market supplies are being lowered in 
order to permit increased production of military goods. Most agricultural com- 
modities, on the other hand, are available in record and near-record amounts, 
but demand is increasing as consumer incomes increase. 

These considerations emphasize the importance of abundant production in 
the job of keeping prices of agricultural commodities at reasonable levels. On 
the other hand, it should not be taken for granted that agricultural production 
can be increased enough to meet all of the rising demands. 

(H) The public does not ask manufacturers to produce military goods at less 
than fair returns. On new defense plants, rapid depreciation is permitted in 
order to reduce tax liability. Under the Defense Production Act, Government 
agencies encourage financial institutions to lend money to defense producers by 
guaranteeing the lenders against loss. The Government itself may lend money 
for the expansion of productive capacity, the development of technological 
processes, explorations, and mining. The Government often makes advance com- 
mitments to buy what is produced. 

Many agricultural commodities are of such importance that, if necessary for 
expansion of production, the public (through Government) would undoubtedly 
make to farmers some of the same concessions and guarantees that it makes to 
manufacturers and other producers of defense goods. Some such devices might 
become necessary if agricultural prices were depressed in relation to other prices. 


2. ARE FARM PRODUCTS EXEMPTED BY LAW FROM PRICE CONTROL? 


No. Prices of all farm commodities are subject to contro! as soon as they 
reach a legally specified level. 

Important farm commodities were put under price control in the price-wage 
freeze order issued by the Economic Stabilization Agency, January 26. Among 
re were the meat animals, wool, cotton, cottonseed, rice, and flue-cured 
tobacco. 


3. HOW DOES THE LAW DEFINE THE LEVEL AT WHICH A CEILING MAY BE PLACED 
ON AN AGRICULTURAL COMMODITY? 


No ceiling may be established below the parity price or the highest price 
received by producers during the period from May 24, to June 24, 1950. oth 
levels are subject to adjustment for grade, location, and seasonal differentials. 
Except in a fuw unusual situations, those provisions apply generally. 


4. UNDER THE LAW, MUST CEILINGS BE HIGH ENOUGH TO PERMIT FAIR MARGINS 
FOR PROCESSORS? 


Yes. The law says, ‘That in establishing and maintaining ceilings on products 
resulting from the processing of agricultural commodities, including livestock, a 
generally fair and equitable margin shall be allowed for such processing * * *,’ 
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5. DOES THE LAW SPECIFY THE LOWEST LEVEL AT WHICH CEILINGS MAY RE APPLIED 
TO WAGES AND TO PRICES OTHER THAN FARM COMMODITY PRICES? 


Yes. The standard for both is the May 24—June 24 level, but exceptions are 
permitted. Prices found to be abnormal! in that period can be adjusted to a 
“representative” level. Provision is also made for adjustment of hardships and 
inequities. Controls on wages, salaries, and other compensation must not be 
‘fneonsistent with the provisions of the Fair Labor Standards Act of 1938, as 
amended, or the Labor Management Relations Act, 1947, or any other law of 
the United States, or of any State, the District of Columbia, or any Territory 
or possession of the United States.”’ 


6. IS THE PROHIBITION AGAINST BELOW-PARITY CEILINGS FOR FARM PRODUCTS 
INCONSISTENT WITH OTHER PRICE AND WAGE PROVISIONS OF THE LAW OR WiTH 
ACCEPTED GOVERNMENTAL PRINCIPLES? 


No. The law seeks to achieve certain purposes, including the control of in- 
flation, by means which are fair and equitable. In consequence, its provisions 
are based upon certain standards contained in previous legislation—minimum 
standards for wages and working conditions in the field of labor and the “parity 
or fair price measurement for farm products—as well as a general provision for 
normal or representative prices. 

If the old standards of equity were to be abandoned, new legal standards would 
have to take their place or be improvised by administrators from day to day. 

Neither agriculture nor business nor labor nor any other segment can properly 
be asked to bear controls first, alone, or inequitalby. Such action would be neither 
effective nor fair. All must bear the responsibility together. 

Parity is the fairest available measure of equitable prices for agricultural 
products. 

Parity never increases until after prices of goods bought by farmers have 
increased, and then only by enough to balance the increases in prices and cost 
rates paid by farmers. When prices paid by farmers go down, parity goes down. 

OPA officials, reviewing price control experience during World War II, con- 
cluded in a publication issued in 1947 that “* * * it does not seem possible 
that anything other than parity could have been adopted by OPA as an admin- 
istrative method of measuring generally fair and equitable prices for agricultural 
commodities.”’ 


Mr. AnpRESEN. It seems to me that I saw a statement a few days 
ago from the Department to the effect that the farmers’ net income 
had dropped 30 percent in the last 3 years. 

Secretary BRANNAN. That is right. 

Mr. ANDRESEN. Are you covering that in your statement? 

Secretary BRANNAN. | am not sure that it is exactly 30 percent, but 
it is, certainly, in that neighborhood. The precise figures are in the 
statement which is now before you, Mr. Andresen. 

We have, also, pursuant to discussions with you, Mr. Chairman, 
attempted to look into other phases of this relationship or balance 
problem, and are prepared to lay before the committee information on 
some of the matters which you just inquired about. ‘And for want of 
a better method of doing so and in the hopes that the form of it might 
be convenient and handy to people who wanted to make a study of 
the relationships, we have prepared something which is not quite in 
the form of the usual statement. It is not in a discourse form, but 
contains a considerable number of tables. 

I am hopeful that you will find it more useful than a discourse type 
of statement. I think you will find it readable and that it answers all 
of the questions that you have suggested and deals with some other 
subjects which are equally pertinent. 

I would like, also, to point to the fact at this time, Mr. Chairman, 
that there are two charts on the back of the material which is before 
you which depict the same thing as set forth in table form in parts 
of the statement. 
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As you have said, Mr. Chairman, both directly and indirectly, 
various statements in recent months have tended to establish in the 
public mind the impression that food prices or prices received by 
farmers are the key symbols and presumably the chief causes of 
inflation. 

More particularly, these statements have tended to create the 
impression that farm returns are unreasonably high in relation to 
incomes of other groups. 

They also imply that the parity pricing standard for farm products 
is chiefly to blame for the rising cost of living. 
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If we were to base our national efforts on these erroneous impres- 
sions, we would never accomplish the goal of stabilization, in which 
the total economy is very much interested. 

First, I would like to examine the question as to whether or not 
farmers are relatively overpaid, in relationship to the other people 
in the economy. Most people consider income in terms of wages, 
salaries, or interest on their investment. 

The farmer’s income, on the other hand, is the result of prices 
times volume of products, less his operating costs. It is really a 
composite return to the farmer and his family for labor, management, 
and capital investment. But that income can also be broken down 
in terms of wages and interest; that is, we can calculate the number 
of man-hours of labor required to produce it, and an estimated 
return or rate of interest on the farm investment required in land, 
livestock, and equipment. 

Now divided in that fashion, here is what it would look like in 
1950: 
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There was about 69 cents an hour for American farm labor. Five 
percent interest on investment, and nothing for management. 

That 69 cents an hour is less than the 75 cents per hour that has 
been fixed by law as a minimum for most types of nonfarm labor. 

And the 5 percent interest on investment in plant and equipment 
is only a third of the return that corporations realized on their capital 
investment in 1950. 

Zero for the farmer’s management ability compares with the sal- 
aries of business firm managers, who represent one of the highest-paid 
groups in the country. 

And here is how the computed average hourly earnings in agri- 
culture from 1947 through 1950 compare with hourly earnings of 
workers employed in other endeavors. 

I would like to point out that in the case of farm people from 1947 to 
1950 the average hourly earnings decreased from 94 cents to 69 cents, 
while at the same time there was an increase in the average hourly 
earnings of manufacturing workers, from $1.24 to $1.46, building 
construction workers from $1.68 to $2.03, and retail trade workers from 
$1.01 to $1.17. 

Other comparisons could be drawn with other segments of the 
economy, and if I might just take a moment and direct your attention 
to the first of the two graphs, you will observe that we have pointed 
out that, for example, in bituminous mining the hourly wage is now a 
little above $2, railroad workers are above $1.50, and as I said, there 
are other segments of the economy which could be put in these figures 
or on this graph—figures which show and demonstrate their compari- 
son position with respect to farm labor returns which is, of course, 
represented by the solid black line, the lowest one on the graph. 

I point out that in 1930 farm wages by this computation started at 
around 25 cents per hour, and went down to almost zero for a consider- 
able length of time before they began to improve. They rose to a 
high point in 1948 which gave the best returns that farm people ever 
enjoyed. 

(The chart referred to appears on the following page.) 

The CuarrMan. May I interrupt there to inquire? You now are 
talking about farm wages as being a part of the operator’s income, 
rather than the hired man on the farm; in other words, this chart 
relates to farm operation. 

Secretary Brannan. That is correct, Mr. Chairman. As a matter 
of fact, the figure of 69 cents represents the wage or labor return per 
hour based upon the total income to farmers allowing them, also, a 
sum for the rental and use of their houses, the farmhouse, plus the 
value of the farm-produced commodities, which they consumed as 
food; in other words, there is no blank space here for rent or home- 
produced and consumed commodities. ‘They are in the basic figure 
from which this computation starts. 

The Cuarrman. I am glad you made that statement. 

Secretary BRANNAN. They are in the farm income figure. 

The Cuarrman. There is nothing at all for cost of management in 
that? 

Secretary BRANNAN. No, sir. To assign anything to the cost of 
management, you would have to reduce either the wages or the interest 
rate in this computation. 
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Mr. Hoeven. Do your figures relate solely to the farmer himself, or 
do they take into consideration other help on the farm? 

Secretary BRANNAN. It is all farm labor; in other words, the number 
of hours it took to perform the functions of farming, whether it was 
done by the farmer and his family, whether he worked 8 hours a day, 
whether the children worked, or however much labor was hired. It is 
all labor that it took to perform the job of producing the crops and 
livestock which the farmers finally brought to market, to which were 
added allowances for the use of their buildings as a home and for the 
products produced and consumed on the farm. 
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The Cuarrman. That does not include the hours that the farmer 
spends going to and from market, or going to and from town or the 
hours actually spent in working? 

Secretary BRANNAN. These are hours spent in working in producing 
a crop. 

Mr. Horr. Apropos of Mr. Hoeven’s question, this figure has no 
relationship at all to farm wages that are actually paid by the farmer 
on the farms, does it? 

Secretary BRANNAN. No, sir; that is, to his hired man? 

Mr. Hope. Yes. 

Secretary BRanNnaANn. No, sir. 

Mr. Hope. Simply the amount that was earned by everybody who 
worked on the farm at the prevailing price received for agricultural 
commodities. He might have paid the man one dollar an hour, 
but after all he only earned 69 cents an hour based upon the price 
the farmer got? 

Secretary BRANNAN. That is right, sir. 
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Mr. Poage. If he paid the hired man $1 an hour, then the farmer 
himself came out with less than 69 cents an hour, because whatever he 
paid the hired man in excess of 69 cents an hour on the average had to 
be taken out of the farm operator’s earnings. So whenever the farmer 

aid the minimum wage that is established for industry the farmer 
uimself must have taken a 6-cent loss or wound up with 6 cents less 
for every hour that the man worked? 

Secretary Brannan. That could be right. 

Mr. Hops. It is still an average. 

Secretary Brannan. I am talking averages. 

I would like for just a moment to address myself to the 5 percent 
interest on the farmer’s total investment in farm real estate, livestock, 
equipment, and working capital, and compare it with the profits on 
net corporate investment after corporation taxes, of all manufacturing 
corporations, according to the records of the Federal Trade Commis- 
sion. 

You will see that in 1947 all manufacturing corporations earned 
15.6 percent; in 1948, 16.1 percent; in 1949, 11.7 percent; in 1950, 15 
percent even. 

And I would like to point out that if our computation had allowed 
for farms the same interest on investment that the corporations had 
in 1950, the remaining income would represent wages for farm people’s 
labor of only 13 cents per hour. In other words, if farmers were 
allowed a 15-percent return on the investment in their real estate, 
livestock, equipment, and working capital the amount left would 
have been only sufficient to pay about 13 cents an hour. 

There is, also, another comparison which is not written in the 
statement, Mr. Chairman. It sounds so grotesque that we hesitated 
to put it in the statement, but I would like to point it out to you. 
If, on the other hand, these computations allowed farmers for their 
labor—the first statement was if we allowed them the 15 percent 
interest rate—I repeat, if they were allowed for their labor the same 
hourly earnings as averaged by factory workers, around a $1.46 an 
hour for 1950, the net income to farmers would have lacked $9 billion 
of providing a zero rate of interest; in other words, if we had paid all 
farmers $1.46 an hour you could not have allowed anything on their 
investment on their land, equipment, and working capital. 

The CHarrMAN. You take $9 billion out of their capital. 

Secretary BRANNAN. You would have had to have that to break 
even. 

Mr. ABERNETHY. What is the farmer’s investment in the average 
farm? Have you a figure on that? 

Mr. We ts. The average is somewhere around $20,000. 

Secretary Brannan. That is the figure we used. 

Mr. Apernetuy. He has a $20,000 investment. 

Mr. We ts. It is about a hundred billion dollars total for some- 
thing more than 5 million farms which comes to about $18,000 or 
$20,000 each. 

Mr. Hitt. Would that include the facilities that the farmer has to 
operate the farm, is that included in your question? 

Mr. We .Ls. Yes, sir. 

Secretary BRANNAN. His equipment. 

Mr. Hixx. His cows, and so forth? 
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Secretary BRANNAN. His equipment, and so forth. On the farms 
in your part of the country it is considerably more than that. 

Mr. Hut. Especially, the way land is today. 

Secretary BRANNAN. And the way equipment is today. 

Mr. Hitt. I might say that the land is selling at that figure. That 
is the only thing we can go by, the actual price they are paying, that 
is, that the farmer is paying or it per acre. 

Secretary BranNAN. As Congressman Hope pointed out, these 
calculations cover all kinds of farms. Some farmers did much better. 
Some did worse. Just as nonfarm people did better and worse than 
average. 

On the basis of conditions the first 4 months of this year, it appears 
that the farmer’s hourly earnings for 1951, computed in the same 
way as the 1950 figure, may average somewhere around 90 to 95 cents.. 
But that.is still well below the most recent estimates of hourly earnings 
of all factory workers which is $1.56 an hour as of February 1951. 

So we draw the conclusion that rather than being overpaid, farmers 
are earning less for their labor, less for their investment, and less for 
their management ability than any other segment of our economy. 

The CuHarrman. I would like for you to repeat that. I am not 
sure that I understood it. 

Secretary BRANNAN. I just drew the conclusion that rather than 
being overpaid, farmers are earning less for their labor, less for their 
investment, and less for their management ability than are other 
segments of our economy. 

Mr. Horven. This is the nub of the entire situation. If there is 
anyone present in the committee room who wants to appear before 
this committee to challenge the statement just made by the Secretary, 
I would like to have them do so. 

The CuarrmMan. I am sure the committee would be very glad to 
give them an opportunity to be heard. 

Mr. Horven. The Secretary’s statement is the answer to all the 
propaganda that has gone out. 

Mr. Garuarnas. I believe we ought to have a representative of the 
Washington Post and the New York Times come up here and testify. 

The Cuarrman. All right, Mr. Secretary, you may proceed. 

Secretary Brannan. Now, Mr. Chairman, I would like to address 
my remarks to the gap between farm and nonfarm income. As a 
result of smaller earnings in agriculture, the gap between farm and 
nonfarm income widened between 1947 and 1950, both in total and 
per capita. 

Farm operators’ income fell 27 percent from 1947 to 1950. 

Despite that drop, national income increased about 16 percent 
during the same period. 

The following will show further facts on this situation: 

You will note that the farm income trend is down. The net realized 
income of farm operators from farming went down from the 1947 
peak, and the national income went up as follows: 

In 1947, farm operators’ income was $17.8 billion, while the total 
national income was $198.7 billion. 

In 1948, farm operators’ income went down to $16.5 billion. 
National income went up to $223.5 billion. 

In 1949, farm operators’ income was still going down to $14.1 
billion. And total national income was $216.8 billion. 
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Ir 1950, farm operators’ income still went down to $13 billion. 
Total national income recovered very remarkably and went to $235.6 
billion. 

Moving that same comparison into the field of per capita farm and 
nonfarm income, we find the same differences and the same widenings. 

In 1947 the trend was downward for farm work and I call your 
attention to the fact we include in these estimates nonfarm work or 
farm income earned off of the farm by farm people. 

In 1947, the per capita farm income was $922. And the per capita 
nonfarm income was $1,383. 

In 1948 the farm figure went to $960 and nonfarm went to $1,523. 

In 1949 farm income went down to $816. And nonfarm income 
went down a little to $1,494. 

In 1950, farm income went down again to $804, but nonfarm 
income started back up and reached $1,546. 

The CHarrman. Nonfarm income was higher in 1950 than at any 
time during the preceding 4 years. It reached a peak practically. 

Secretary BrRaNNAN. Nonfarm income; yes, sir. 

The CuHatrMAN. $1,546 .as related to $804 for the farmer. 

Secretary Brannan. That is right. And farm income was about 
the highest in 1947 that it ever had reached. 

Mr. ANpR®ESEN. Is that gross or net per capita income? 

Secretary BraNnNaAN. It is net. Would you like that elaborated 
just a little? 

Mr. ANDRESEN. I would think that would be gross. 

Mr. We tts. It is the net income after out-of-pocket or cash pro- 
duction expenses. It is what the farmer has available for farm family 
living, for paying debts or for building his farm up. 

The CuHarrMan. After paying for such items as fertilizer and things 
of that kind which he does not recover. 

Mr. We ts. It is his return from farming and, also, from nonfarm 
work, because there is a lot of nonfarm work done by farm people. 
We have included that. 

Secretary BRANNAN. These figures show that in 1947 farm people 
were getting two-thirds as much income per capita as nonfarm people, 
but in 1950 farm people got only about one-half as much as other 
people. 

Mr. Hr. This is looking into the future, but from the information 
on hand at the present moment, looking at the condition of some of 
our territories that produce good crops your guess for 1951 would 
be that if the prices stayed exactly where they are today, the income 
of the farmer would be much less if the crops are poor in some sections, 
as they look like they might be, that is, in some of the good producing 
sections. ‘This is just looking ahead, as I say. We may have some 
rain producers who can do something. Just tell us what the weather 
situation might appear to be at this moment. 

Secretary Brannan. Of course, the weather condition alone is 
only one of the factors that influences the income figure, because short 
crops sometimes and very often do bring higher prices to farmers. 
Sometimes at the same time that does not mean a general across-the- 
board increase, because the higher prices go to very much fewer 
people, but 1 think we must say frankly that the present trend of 
farm income and farmer’s return will be up in 1951. As I indicated 
a while ago, the wage return computed in the manner in which we 
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have computed it here, might go as high as 95 cents or get to the 
same level it was in 1947. 

Mr. Hinz. But the total production of the farm, the output, would 
not be as great as it was in 1950, from appearances at the present time? 

Secretary BRANNAN. That is, probably, right. We are certainly 
hoping that the yields and the acreage yet to be planted in corn and 
in some of the other substitute crops for those which have been 
drouthed out will give us adequate supplies again this year. It, cer- 
tainly, is incumbent upon us to do all that we can to get maximum 
production. 

Mr. ANpRESEN. May I ask the Secretary a question in regard to 
the production for 1951? 

According to the figures of the Department approximately 1,000,000 
experienced farm workers will either go into the draft or move into 
industry because of the shorter hours and higher pay. The farmers 
cannot be expected to compete with the high prices and short hours 
in industry. 

If we are going to have a million less farm workers and less farm 
machinery, I do not know where you are going to get the manpower 
to put in this crop that has not yet been planted in the large feed- 
producing area of the country. 

Secretary BRANNAN. That I suppose is the very crux of the problem 
which faces American agriculture as we go into the years which lie 
ahead. How far we can substitute for decreasing manpower with 
machinery, with more efficient machinery, remains to be seen. 

I think some folks from the Department reported to Congressman 
Abernethy’s committee yesterday that our immediate machinery sit- 
uation is pretty good, and that both our planting and cultivating, even 
our harvesting machinery, will be in fairly good supply for this season. 
I hope that is true—for example, as you know, one baler releases three 
men in the hay field. 

Mr. ANDRESEN. But you have to have the experienced man to run 
the baler and run this other power machinery to put in the crop. 

Secretary BRANNAN. You are very correct, sir. 

Mr. ANDRESEN. And the farms that produce a large percentage of 
the food consumed in the average diet consist of the family-sized 
farms where a farmer depends largely upon his own family to put in 
the crop. When he loses an experienced man to the draft—that is 
true in our section—he will be forced to cut his production. And 
that is in the perishable crops, as you well know. 

Secretary Brannan. I would like to say just this: I am not, by 
the remotest stretch of the imagination, purporting to depreciate the 
seriousness of the problem you are talking about. We certainly 
recognize it and are doing whatever and everything that occurs to us 
every day. 

Mr. AnpreseENn. | think the Department could do a little more to 
prevail upon General Hershey and his staff and the President to see 
that proper evaluation is given to the essential farm workers who 
should be retained producing food, rather than to be called or forced 
into the Army. 

Secretary BRANNAN. Well, Mr. Andresen, we will be happy to have 
your suggestions as to what else we can do. 

We have reported to subcommittees of this committee as to what we 
have done from time to time. Is that not correct, Mr. Chairman? 
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The CuarmMan. That is correct. 

I think it would be well if we would let those reports go to Mr. 
Abernethy’s subcommittee and proceed on with this subject here. 

Mr. ANpREsEN. I just want to make this further comment. You 
have asked for large production goals, Mr. Secretary, particularly in 
the perishable items and, also, in the feed crops. I would like to see 
the Department do a little more. 

I started talking with Mr. Overby on this subject on November 16. 
He happened to be the man in charge at that time and, probably, still 
is. We should have coordinated policies, because the main complaint 
in this country comes from labor leaders who are complaining about 
the high price of food. My contention is that we have got to produce 
food in abundance. I know that is yours as well. We must do that 
in order to keep down these inflationary spirals and take care of the 
needs of the people. 

So I really feel that the Department could do a great deal more in 
saving some of our essential farm labor so that they could bring out the 
food production. 

Mr. Hixu. To go back to the baler, you know just last week or the 
week before last we had a meeting in California where a lot of farm 
implement dealers were. They said they just positively could not 
buy baling wire. I wonder if you have checked on that. That 
comes right along with the repairs on farm machinery that Mr. 
Abernethy’s committee has been working on. 

I, for one, am quite concerned about whether the farmers are going 
to get the repairs quick enough, soon enough, to keep this machinery 
in shape. Or are we going to finagled out of farm equipment repairs 
by some of these regulations? 

The CuarrMan. Mr. Abernethy’s subcommittee has given attention 
to that very matter and he is doing so at the moment, are you not? 

Mr. Apernetuy. Yes, sir. I would like to add to what the Secre- 
tary has said. 

The representatives of his Department and from the National 
Production Administration did make very favorable reports yesterday. 
However, some serious trouble is anticipated in the next quarter. 
Right now, the situation is in very good shape, not perfect, but it is 
in very good shape. 

The CHAIRMAN. Suppose you proceed with your statement. 

Mr. Lovre. I would like to ask a question relating to national 
income and farm income, if I may at this time. 

Mr. Secretary, I have before me a copy of the marketing and trans- 
portation situation put out by the Bureau of Agricultural Economics 
under date of February 1951. And on page 2 I note that the cost of 
the market basket for a family of three in 1949 averaged $646. In 
1950 it averaged $645. 

According to your testimony a little while ago I believe you stated 
that the national income in 1949 totaled approximately $216 billion, 
while in 1950 it was approximately $236 billion which is roughly a 
10 percent increase. 

My question is this: With an increase of approximately 10 percent 
in national income in 1950 and the actual cost of the food basket in 
1950, $1 less than in 1949, how can the Washington Post, the New 
York Times or any other eastern paper place the blame of the high 
cost of living upon the farmer? 
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Secretary Brannan. I just cannot answer that. 

Mr. AperNeruy. The representatives of those papers are here and 
they, probably, can answer it for you later. 

Mr. Lover. One further question. Perhaps you cannot answer 
this. I think you can. 

Is not the cost of living on the basis of income actually less today 
than it was in 1949 and in the 5-year period from 1935 to 1939 preced- 
ing World War II? 

Secretary BRANNAN. We deal with that further in the statement, 
and we agree with that statement in terms of the purchasing power of 
an hour’s earnings, and so forth. 

Mr. Lovre. Has that story been told to the people as forcefully as 
it should be? 

Secretary BRANNAN. We are doing our best to tell it. 

The CHarrMaNn. Let us go ahead with the statement, if there are 
no further questions. 

Mr. Hope. | hesitate to take the time now, but the question has 
been raised here about the representatives of certain newspapers 
being present. With respect to this question I am sure that the 
representatives of those papers who are here will give a correct report 
as they always do of what transpires in the committee and of what 
has been stated by the Secretary. And if the rewrite man or some- 
body down in the office does not leave out the most important part 
of it unwittingly, it will probably appear as it was given. However, 
that is not the fundamental question, it seems to me, that is involved 
in what we are talking about here. The fundamental question is, the 
general attitude of the eastern press on this question. 

They will admit the farmers are not getting as much money as 
other groups of the population, but they do not care, they say that 
they should not get as much. It is an attitude, a colonial attitude, 
like the British Empire had toward its colonies during the period of 
those days. I suppose it reflects the sentiment of the people who live 
in the eastern cities who believe that the farmers of this country should 
produce the things that they need and eat and consume at a smaller 
return than the average worker receives in the eastern cities. 

I think that is what it is, right there, this general attitude toward 
the farmer and toward the farm sections of the country that is re- 
flected in the editorial pages, rather than what appears in the news 
columns. 

My question, Mr. Secretary, is, do you agree with that conclusion 
that I have just stated? 

Secretary Brannan. Mr. Hope, I am sure I do agree that there is 
a general misunderstanding of the farmer’s part in the economy, and 
there is an attitude among some people that he is not quite on the 
same plane with the balance of the population. 

I think this committee and the Congress have done a great deal to 
remedy that over the period of the past two decades or so, but I 
agree with you, sir, that there is much yet to be done. 

Mr. ANpDRESEN. Is it not a fact, Mr. Secretary, that these eastern 
city people to whom my colleague has referred do not object to pay- 
ing from 75 cents to $1 for a cocktail, but they do kick if they have to 
pay 16 cents for a loaf of bread or 95 cents for a pound of round steak? 
Secretary BRANNAN. I guess that is right. 
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As I have indicated, the rise in farm prices over the last year if 
maintained will mean a substantial increase in farm earnings, bring- 
ing them back to about where they were in 1947. Perhaps as good a 
comment as can be made on this is to quote briefly from the staff’s 
section of the recently released report of the Joint Committee on the 
Economie Report. The staff report, in discussing the status of 
farmers, says: 

The outstanding price phenomenon in 1950 was the reflation of farm prices. 
As was noted in the Economie Report of the Joint Committee for 1950, the dip 
in prices then was in large part restricted to raw materials, and in particular to 
a decline in the price of farm products. The fact was also noted there that 
throughout 1949 the relatively inflexible prices, notably the prices of finished 
industrial products such as steel, automobiles, and other items, far from declining, 
advanced 2.2 percent. That advance was greatly accelerated in 1950. Note that 
rapid as was the rise in the prices of food since April of 1950, they did not catch 
up with the prices of steel-mill products until January of 1951. 

Farm prices, on the average, did not attain in 1950 the levels which existed in 
1948. There are, to be sure, a few, and these are highly publicized, which have 
soared above 1948 levels. Among these are cotton, beef cattle, veal calves, 
sheep, lambs, and notably wool. All the other major farm products are not only 
below 1948 levels, but below parity levels. Not until early 1951 did farm prices 
in general begin to reach levels in excess of 1948 peaks. 

Nor is it true that farm incomes are inordinately high. In 1950 the farm popu- 
lation represented about 18 percent of total population, but net income of farm 
operators was only 6 percent of.the national income, the lowest figure in the last 
40 years except for 1940, 1930, 1931, and 1932. In 1947 the farmers (then com- 
prising 19.3 percent of the total population) received in net incomes about 9.6 
percent of total national income. Even when gross farm income is compared 
with national income, the percentage in 1950 is likewise lower than at any time 
since 1941, and lower than at any time during the last 40 years except for the 
years 1931, 1932, 1939, 1940, 1941, and 1944. 


Food prices in relationship to consumer incomes also supply, I 
think, a very interesting area for examination. 

If we are going to consider average increases in food costs it is only 
fair to consider also the average increases in the ability to buy. 

An hour’s earning in the factory may buy less of some things now 
than it has in the past, but it will buy more food. 

Estimates indicating approximately how much of different foods an 
hour of factory labor would buy at the beginning of this year and 
the comparable buying power of factory earnings in earlier years are 
shown in the following table: 


Quantity of each item that could be purchased with 1 hour of factory labor, United 
States, designated years 
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We will first take the item of bread. The average returns from 
an hour of factory labor will buy about the same number of loaves of 
bread now as it would in 1949, one-fourth more than it would in 1939, 
over one-half more loaves than in 1929, twice as many as in 1919, 
and two and one-half times as many as in 1914. 

Round steak: An hour of factory labor in February 1951 bought 
almost as much round steak as it did in 1949, only one-sixth less than 
it did when beef was selling at bargain basement prices in 1939, one- 
fourth more than in 1919 at the postwar price peak following World 
War I, and two-thirds more than in 1914. 

Butter: The average wage return for an hour of factory labor at 
the start of this year would buy the same amount of butter as in 1949 
or 1939, nearly twice as much as in the boom year of 1929, not far 
from three times as much as in 1919, when everyone who read cartoons 
knew that H. C. L. stood for high cost of living, and more than three 
times as much as in 1914. 

On other items: The same hour’s work in the factory will also buy 
more milk, eggs, oranges, potatoes, and bacon than it would in 1949, 
1939, 1929, 1919, or 1914. 

I would like to call your attention to the graph which is also 
attached to the end of this statement. 

(The graph referred to is as follows:) 
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Secretary BRANNAN. Another interesting area to examine is food 
expenditures relative to disposable income. 

Americans spent for food last year a smaller share of their disposable 
income, income after direct taxes, chiefly income taxes, than they did 
in 1947, 1948, or 1949, and the same share as in 1946. Their expendi- 
tures for food and the various services which come along with it, 


18 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


including restaurant service, last year amounted to 27 percent of 
their total expenditures for goods and services, compared to 28 or 29 
percent in every other year since 1941. 

If we had been satisfied with the same kinds and quantities of food 
we bought in 1935-39 with 23 percent of our disposable income, it 
would have cost us only 18 percent of our 1950 disposable income. 

But Americans are eating a higher quality diet than they consumed 
in 1935-39. They are eating about one-eighth more food per person 
and buying more services along with their food, better processing 
and preserving, better packaging, and so forth. And all of that 
costs money. 

The higher quality diets, the increased amounts of food people are 
eating, and the improved services in the hancling of that food all 
share in the increased cost of the family’s .ood budget—not just 
higher returns to farmers. 

In fact, consumers are paying as much for the marketing and dis- 
tribution as for the production of their food. For example, in January 
1951, a typical market basket of food for a family of three was costing 
at the rate of $709 a year. Marketing costs were taking $352 and 
farmers $357. 

There has been, as you pointed out, Mr. Chairman, a great deal of 
talk about the importance of farm prices in the cost of living. Refer- 
ences have been made almost every week and, certainly, every month 
to the Bureau of Labor Statistics indexes of consumer prices. In our 
opinion far too much emphasis is placed on the fact that the food 
portion of the budget represents the single largest aggregate group in 
the Consumers’ Price Index. 

Food items, according to the statisticians, account for a little more 
than a third of that index. But that is only part of the story. 

About 10 percent of the food items are fish and foreign-produced 
items, such as coffee and bananas, products that have nothing to do 
with American farms or American farmers. 

And of the products that do come from American farms, about 40 
percent are already subject to control. 

Contrary to widespread impression, therefore, United States farm- 
produced items that are not already under or subject to complete 
controls actually account for not more than 20 percent of the 
Consumers’ Price Index. 

But, only half, or about 10 percent, traces back to farmers and farm 
prices because about half the retail price goes for processing, handling, 
and merchandising. 

Much is also made of the fact that the farm commodities now selling 
below parity are free to rise and thus increase the cost of living 
before becoming subject to control. 

However, if the prices of all farm commodities below parity in 
March should immediatety rise to the parity level with the resulting 
rise translated directly into retail food costs, consumers’ food costs 
would rise something less than 5 percent, and this in turn would mean 
only about a 1.5 percent rise in the over-all Consumers’ Price Index. I 
would like to emphasize this: It is extremely unlikely that the com- 
modities that account for this difference will rise to parity levels in 
the near future. 

Farmers are in need of a stabilized program across the board. 
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In all fairness to farmers, we need to look at the stabilization pro- 
gram as a whole, including not only farm and food prices but also 
prices and cost rates paid by the farmers themselves. We need a 
balanced stabilization program. 

Farmers are engaged in war production when they turn out food 
and fiber for our troops and our allies, just as surely as any business 
that has a defense contract with the Government. And it costs more 
to get above-normal production from a farm, just as surely as it costs 
more to get above-normal production from a businessman or a wage 
earner. 

Farm production involves great risk, great skill of many kinds, 
and large investments of money and labor. If farm costs increase, 
they must be balanced by increased returns, just as in any other 
business, if the plant is to keep on operating and, particularly, if it is 
expected to turn out increasing supplies year after year. 

Farmers as a group are operating on a very small margin all the 
time, and in recent years it has been narrowing. 

It is still narrowing. Farm costs are still rising while farm prices 
have leveled off and even declined slightly. For example, during 
the month ended March 15, the index of prices paid by farmers, 
including interest, taxes, and wages rose four points or about 1.5 
percent. This increase resulted from higher average prices paid by 
farmers for items used for both living and production purposes. 
During that same month the index of prices received by farmers 
dropped two points. 

Such things indicate how important it is to stabilize farmers’ costs 
no less promptly than their returns are stabilized. 

Otherwise, rising costs hinder farm production. 

Getting that production is essential in maintaining stability and 
keeping food prices from going still higher. 

In this matter, as in the solution of all problems, a clear under- 
standing of the facts is essential. To distort the part that farmers 
are playing in current economic trends can only divert attention 
from other areas that must also be considered. That, in turn, can 
only lead to failure of the stabilization effort. 

‘Thank you. 

The CuarrmMan. We thank you, Mr. Secretary. 

To sum up just a little, the facts and figures indicate to your 
satisfaction that farm prices are not responsible for the increase in 
the cost of living. 

Secretary Brannan. Certainly, Mr. Chairman, the contribution 
which they make in comparison with the contribution the other 
factors make to the recent rise in the cost of living, Mr. Chairman, 
has been greatly exaggerated and overemphasized these past few 
months. 

The CHarrmMan. Looking at the over-all picture for the last 3 
years the facts and figures available to you indicate to your satis- 
faction that while industrial wages and industrial margins and 
profits have been on the increase, the farm income has been on the 
decrease? 

Secretary Brannan. That is right, sir. Until 1951 when, ap- 
parently, there will be an upturn. You cannot say definitely how 
much until the end of the year or until these crops come in and are 
harvested. 
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Mr. Poage. Is that partly due to the anticipated increase in pro- 
duction as well as the price structure? 

Secretary BRANNAN. It certainly is. 

Mr. PoaGce. So that if you maintain the present price structure 
and produce more units of farm commodities, you expect to get a large 
income for the farmer by producing more units. 

Secretary Brannan. That is right. 

Mr. Poage. In other words, you expect the farmer to increase his 
income by applying the same principle that the laborer would apply 
if he would work more hours a week, do you not? 

Secretary BRANNAN. And the businessman. 

Mr. Poace. And does a larger volume of business. 

Secretary BRANNAN. With increased efficiency. 

Mr. Poage. That is right. 

Secretary BRANNAN. Sure. 

Mr. Poags. It does not require a larger margin to do that, simply 
requires a larger volume to do that. 

Secretary BRANNAN. That is right. 

Mr. Poager. Is that not what you are basing this on? 

Secretary BRANNAN. Yes. 

The CuHarrMan. As to this index which was at 111 the last time I 
saw it, that is due to the fact that there has been a substantial increase 
in the price of a few agricultural commodities such as beef, wool, lamb, 
mutton, and cotton? 

Secretary BRaNNAN. That is right. 

The CHarrmMan. And the reason for the increase in the price of 
cotton is the fact that we had a short crop and an increased demand for 
American cotton; is that not true? 

Secretary Brannan. That is right. 

The CuartrMan. That, naturally, forced the price up. The farmers 
in the cotton country have not sold their crops from last year’s harvest 
at anything like 45 cents on an average; have they? 

Secretary BRanNAN. They have not. 

The CHAIRMAN. That price came about after the farmers had parted 
with substantially all of their production ; is that not true? 

Secretary Brannan. Better than 75 percent. 

The CHArrMAN. Wool is a deficit crop in this country, anyway. 

Secretary BRANNAN. We only produce about one-third of our normal 
uses. We will produce much less of our emergency time uses. 

The CHArrRMAN. So with wool being a deficit crop and cotton a short 
crop that leaves only beef. 

Secretary BRANNAN. That is right. 

The Cuarrman. You have indicated that the American people are 
eating a little better than they were in former years and they have 
more money to spend for the food that they buy. 

Secretary BRANNAN. That is correct. 

Mr. Poacs. May I ask right there, in regard to that beef, this 
question: Anybody who complains about the cost of meat has the 
opportunity to buy pork, has he not? 

Secretary BRANNAN. That is right. 

Mr. Poacs. And pork is selling, rather, I should say, that hogs are 
selling for substantially less today than they have been selling for 
within the past 3 years, is that not true? 

Secretary BRANNAN. That is right. 
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Mr. Poace. About 5 cents a poundiless, I believe. 

Secretary BRANNAN. Yes. 

Mr. Chairman, may I say, apropos of your question, we have one 
chart here which we did not get lithographed in time to attach to the 
statement. 

Mr. Hixu. Let me suggest that you turn that chart around so that 
the newspaper boys can see it, too. 

Secretary Brannan. Very well. 

This chart indicates, Mr. Chairman, the increases or changes in the 
consumption of the various food commodities since 1910. 

The CuarrMan. Could you have that made so that we could include 
it in these hearings? : 

Secretary Brannan. It will be, sir. 

(The chart mentioned above is as follows:) 
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Secretary BRANNAN. The charts were a little more difficult job to 
get ready, therefore we could not get them ready in time for this 
hearing. 

Mr. Stmpson. I do not know whether I want to ask a question or 
make a statement, but I want to try to say something to clarify what 
Mr. Poage has said about hogs and the price of 5 cents a hundred 
down from the top. 

In 1946 hogs sold for $31.85 a hundred and yesterday at Chicago a 
190- to 200-pound hog sold for $21.75 to $22.10. That is approxi- 
mately one-third down from the high. 

Secretary BRANNAN. That is right. 

Mr. Simpson. There is not anything that the farmer buys that is 
down that much; in fact, nothing is down at all, everything has 
advanced. 
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I think that most of us agree that so far as agriculture is concerned 
the point is that I think we are taking the wrong approach. I think 
that the farmer is entitled to a profit, just the same as anybody else, 
and a legitimate, fair profit. 

The mistake that is being made, from the standpoint of cattle, for 
example, is when the newspapers say that cattle topped $42.50, which 
they did at Chicago yesterday, but only one man at Chicago hit the 
top, and only one man at Kansas City hit the top, or East St. Louis 
hit the top price. The rest of those cattle go down to $27. So the 
top price on cattle is not reflected in the cost of the average person’s 
purchases. 

If a businessman or a laborer has a low wage or bad business con- 
ditions, such as in the depression, and up until 1940, they took the 
losses and they are entitled to the profit now, is that not true? 

Secretary Brannan. I agree, sir. 

Mr. Simpson. I cannot see it any other way under a free-enterprise 
system. 

Here is an article that I cut out of the Springfield (Ill.) State Journal 
this morning where a 110-acre farm brought $59,400. It was just a 
good farm. It was not adjacent toacity. It was a 110-acre farm im- 
proved with a seven-room house and a two-room house, farm buildings, 
near Perry Station, Route 29, and brought what was believed to be a 
record price for farm land yesterday when it sold for $540 an acre or 
$59,400 at public auction. ‘The land known as the Richard Wen- 
throw estate was purchased by’’—I wish all of you would take notice 
of this—‘‘Mr. and Mrs. Elmer B. Simpson, the present tenants.’ 
They are no relation of mine. 

But if the buyer is a tenant farmer who could buy that farm, he may 
have worked hard and that may represent his life savings. So he still 
is not any too well off from the standpoint of a 110-acre farm that he 
gave $59,400 for. 

Mr. Horven. In connection with your statement, Mr. Secretary, I 
think it should also be pointed out that the farmer has absolutely no 
control over the price he gets for his product. He is the only one in 
our economy who takes his product to the market and says, ‘‘ What 
will you give me for it?” 

Is that not correct? 

Secretary BRANNAN. That is correct, sir. 

The CuarrMan. Mr. Secretary, to sum up your testimony, all of the 
evidence submitted by you indicates that there still is an unfair 
relationship between farm prices and nonfarm prices. Would it not, 
in your opinion, be utterly unfair to talk about freezing farm prices in 
that unfair relationship at the moment? 

Secretary Brannan. I think it would; yes sir. 

The CHarrMan. That is all. 

Are there any further questions? 

Mr. AnpReESsEN. I would like to ask one further question. How 
essential do you regard food production and food processing to the 
economy of the country? 

Secretary Brannan. I do not think, Mr. Andresen, that there is 
anything more important. In terms of the emergency, for example, 
we can build guns and we can build tanks, but unless the men who 
operate them have food to live with and eat well and maintain them- 
selves in good, healthy condition, even those things are not useful. 
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Therefore, it is as basic as any other part of the economy. And those 
things cannot even be manufactured unless the people who work in 
the factories have a good diet. 

Mr. AnpRESEN. Then you would give food production and process- 
ing and distribution of food a top priority in our economy? 

Secretary Brannan. I certainly would. 

Mr. ABERNETHY. Mr. Secretary, the Chairman just a moment ago 
touched on a point thai I had in mind, but that I would like to 
approach in another way. 

The critics of agriculture have directed their lances at that particular 
provision in the Defense Produ-tion Act which prohibits the imposition 
of ceilings on farm commodities below parity levels. 

In view of the significant figures, which are certainly accurate, 
that you have just given to the committee, will you not agree with 
me that it would be eminently unfair to freeze farm prices below 
parity levels, or will you not agree that it will be eminently unfair 
to take that particular provision out of the Defense Production Act? 

Secretary Brannan. Mr. Abernethy, I can agree with that. The 
only reason I hesitate is that it is my understanding that the President 
will: make his recommendations with respect to the Defense Production 
Act very shortly and I would like, if you will permit me, to avoid an 
extensive discussion of the matter at this time. 

Mr. ABERNETHY. I can appreciate your position. Incidentally, we 
had a walk-out down here in some of these defense agencies some time 
ago. If prices are frozen below parity levels, they will see a walk-out 
like they have never seen before. 

The CHarrMan. I am sure that Mr. Abernethy will not insist upon 
any lengthy comment upon this subject. 

Mr. Hit. I want to say as a fellow Coloradan, Mr. Secretary, I 
think this is a fine statement and it should supply this committee 
with plenty of ammunition to answer any arguments made on the 
very issue that Mr. Abernethy has discussed. I really think this is 
something the country has needed, because I agree with Mr. Aber- 
nethy that these folks are choosing the fine line of food they are 
going to eat, as your chart shows, and paying high prices and never 
saying a word. They walk into a store and buy the finest grade of 
meat they have ever purchased. 

The thing that bothers me, if they want to buy the cheaper cuts of 
meat, why do they not do so? They could soon drop the price of 
some of this high-priced meat, if they wished to do so. 

I want to say that I think this is one of the finest statements, Mr. 
Secretary, you have ever made to the House Agriculture Committee. 
I congratulate you. 

Mr. THompson. Mr. Secretary, on the bottom of your page 6 you 
make a very important comparison between the cost of production 
and the cost of marketing. Marketing costs $352 and the farmers got 
$357. It is almost in balance. 

Has not the farmer’s proportion of the food dollar been going down- 
ward? It seems to me I have seen a chart that points that out. 

If the tendency of the handling cost is up, it would seem as though 
that is the place to put on the brakes, rather than on farm prices. 

Secretary Brannan. Mr. Thompson, for a considerable length of 
time when the prices of farm commodities were declining the prices of 
food were declining, referring to that language when the cost of the 
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market basket was declining, practically all of the decline came out 
of the farmer’s share. Now that it is turning back up again the in- 
creases again are accruing more in proportion, a larger proportion to 
the farmer than to the processing group. But you are correct— 
until very recently, all of the reductions have been coming out of the 
farmer’s side. 

The CuarrmMan. Mr. Secretary, just apropos of Mr. Andresen’s in- 
quiry about the importance of agriculture, you do regard agriculture 
as of paramount importance, even in times of peace as well as in times 
of war? 

Secretary BRANNAN. I certainly do. 

The CuarrMan. But during World War II, I think agriculture was 
never so regarded. I think that as the result of, certainly in some 
degree, of the activities of the Abernethy subcommittee the defense 
mobilization people have made some statements about it. 

Mr. Abernethy, I think you have a statement before you. 

Mr. Asernetny. I have before me a letter which was directed to 
the chairman of the committee by Mr. Charles E. Wilson on March 
27. This letter was communicated to the chairman subsequent to the 
hearings of our committee and subject to recommendations which the 
full committee made to Mr. Wilson’s office. And in this letter Mr. 
Wilson has this to say with regard to recommendation No. 1: 

Regarding recommendation No. 1 contained in the published conclusions and 
recommendations of the subcommittee’s request that agriculture be considered 
an essential defense industry, no one, least of all anyone in this office, would 
question the essentiality of agriculture and farming as a defense industry. I 
assume therefore that the recommendation has in view special treatment to assure 
scarce materials for agricultural needs. 

And without reading the letter further I would like to say that 
Mr. Wilson gave the committee the assurance that since they regard 
agriculture as essential to the defense industry and the emergency that 
critical materials in the way of steel, chemicals, and so forth, for the 
manufacture of implements and fertilizers would be channeled to 
agricultural producers, that is, producers of agricultural implements, 
fertilizers, insecticides, and so forth. 

Mr. Hops. I would like to ask this question. If the Secretary does 
not have the information available at this time, I would like to suggest 
that he put it in the record, that is, information as to the comparative 
costs of food in the United States in terms of percentage of income as 
compared with all other important countries of the world and as com- 
pared with the effort required in labor to purchase a similar quantity 
of food. 

Do you happen to have any figures with you on that? 

Secretary Brannan. Mr. Hope, we can get a considerable amount 
of information on that point. 

Mr. Horr. Mr. Chairman, I would like to ask unanimous consent 
that the Secretary be permitted to submit that evidence, whatever it 
may be, at a later date and I hope in time to be printed with these 
hearings. 

The CuarrMan. You can supply the information, can you? 

Secretary BRanNAN. We believe we can. 

The CuarrMAN. Without objection you may do so, Mr. Secretary, 
on Mr. Hope’s request. 

(The information to be supplied is as follows:) 
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Work Time ReEQuiRED TO Buy Foop, 1937-50 


(Excerpts from the above study by the Bureau of Labor Statistics, published in 
the Monthly Labor Review, February 1951, United States Department of 
Labor) 


Index numbers in the following table show the purchasing power of average 
hourly earnings in terms of food in each foreign country as a percentage of the 
food purchasing power in United States earnings. Another and equally valid 
interpretation of the indexes is that they express the work time required to buy 
food in the United States as a percentage of that required in each foreign country. 


Indexes of purchasing power of hourly earnings in terms of food, prewar, 1949, 
and 1950 


[United States= 100] 
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1 Based on ration prices for 1950, on official prices for 1949, and on legal minimum wage rates in Prague, and 
Prague prices prewar. 


According to the relative purchasing power of earnings in the different countries 
(end of 1949 and beginning of 1950), Australia was the only foreign country where 
less working time was required than in the United States to buy a given amount 
of food. Even in countries with such a high level of living as Canada, Great 
Britain, and Scandinavia (using United States=100), the worktime required to 
buy food ranged from 20 percent longer in Norway to 60 percent longer in Great 
Britain and Sweden. The time was relatively longer in the other countries. 
Among the nations covered, the purchasing power of hourly earnings was lowest 
in the U. 8. S. R., where workers had to work seven times as long as those in the 
United States in order to buy a given quantity of food. 

The food-purchasing power of hourly earnings was next lowest in Italy and 
Jiungary; however, compared with the United States, the power of earnings to 
buy food in these countries was approximately 70 and 90 percent, respectively, 
higher than in the Soviet Union. 

Both similarities and differences are apparent in the results of the studies made 
in the three periods. One common characteristic of the results in all three 
periods is the very wide variation in the purchasing power of hourly earnings in 
terms of food among the countries studied. Before the war, the highest index 
was less than four times the lowest, and in the postwar studies the gap had con- 
siderably widened. Another similarity is that all the indexes for the three 
periods, with the exception of those for postwar Australia, are lower than 100—in- 
dicating that since 1937 foreign earnings have consistently bought less food than 
United States earnings. Indeed, in each period, in the majority of the countries, 
earnings could buy only half, or less, as much food as United States earnings. 
Finally, the countries at both the top and bottom of the purchasing-power scale 
tended to remain the same in all three periods. 

The purchasing power of earnings was consistently lower in the Soviet Union— 
about a fourth as great as those of United States earnings in the prewar period 
and about a seventh as great in both postwar studies. In Italy, Hungary, 
Austria, and Chile, workers have been able to buy relatively little food with an 
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hour’s earnings; the indexes for these countries ranged from 24 to 38 percent of 
United States purchasing power. Three or four other nations were within this 
range in one or two of the periods, but not in all three. 

At the other extreme, Australia, Norway, Canada, and Denmark consistently 
had the highest indexes of purchasing power relative to the United States. France 
was in this group in the prewar period, but its indexes for both postwar periods 
are much below the level of these four countries. In 1950, workers in Sweden, 
Great Britain, and Israel, on the other hand, moved up to positions immediately 
below those in the highest-purchasing-power group. 


Minutes of working time required to earn enough to buy various foods in 19 foreign 
countries and the United States, selected periods, 1949-50 
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Hungary, May 1950_.............-. 17 1100 160 106 4 133 40 
Ireland, February 1950___.._.--_-. 6 2 56 76 94 4 33 10 
Israel, February 1950____........-.- of SERS : 40 64 lp Cameco 8 
_ EY | eS 7 1120 183 102 8 66 43 
Netherlands, January 1950__..._._- j 14 1103 163 128 4 66 2 
Norway, November 1949. __.._.__.- 6 | 142 58 75 OY Me 8 
Sweden, February 1950__......_...- } 7 49 60 54 (yg intends 9 
Switzerland, April 1950__..........- | 19 389 117 7 5 39 12 
ia eS ay 2 eae 36 304 373 291 | eee 122 





1 Average of all pork. 
2 Shoulder (United States working time, 19 minutes). 
3 Cutlets. 


Source: Table 8 of Bureau of Labor Statistics study Worktime Required to Buy Food, 1937-50, Monthly 
Labor Review, February 1951. 
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Distribution of current expenditures by city families in different countries (postwar 























studies) 
Percent of current expenditure 
going to— 
Geographic coverage Date , 
Food ! | Shelter 2 | Clothing | Other 
United States: Estimate for 34 large cities 3_| January 1950__.....--- 35. 1 15.3 12.8 36.8 
Costa Rica: San Jose 4..................... September 1949. ___-_- 44.6 14.9 18.0 22.5 
ja RS sa ee Ree es CS By TR wdc Sic cris noe 51.1 9.5 13.8 25.6 
pS, eR AE ec 2 January to February 53.0 16.0 13.0 18.0 
1948. 

Great Britain 7- -__- ichidecagait a Lies Loge csckss 34.8 15.3 9.7 40,2 
Germany: Bizone, Cotater 2.4. ce SRE SS ee 50.5 14.9 12.8 21.8 
Sa eR a A SR acs BEE IE TE cccapdebooccavcacs 58.7 20.9 8.3 12.2 
Bunsery: Budapest 1... ... 2... nemnwes | ORS TE CS es 50. 6 19.7 9.1 20.6 
ik is wan mac macinen seine oh, eee 57.6 13.5 10.8 18.1 
Indochina: Saigon: 

i odie ncndenctianwasankl November 1949--.___.- 74.0 8.0 8.5 9.5 

ES TEI SE BRS Ea; Ae _ Ree Rae 59. 5 5.1 5.1 30.3 
Japan: Average 28 cities !3___...._......... November 1950-_..__-_- 54.5 | 10.9 13.4 21. 2 
yi a RS es ge April to June 1950____- 37.9 | 13.6 | 11.1 37.4 
Norway: Towns and industrial districts 15_ aa 1947—A pril 1948__ 32. 6 11.2 | 14.0 42.2 
Pe BO . . . cn chabocemncl eeieinsseaneéaccebacn 63.4 19.7 2.0 14.8 
Sweden: 29 cities 17... 2-22-22 2722772722777 IR 34.5 5.5| 15.8| 342 

| 








* Including beverages. 

2 Including fuel, light, water, refrigeration, and other household operations. 

3 There has been no Nation-wide study of expenditures of city families since 1944. These figures represent 
an estimate by the Bureau of Labor Statistics based on studies made in seven cities. 

4 Representative wage-earner and white-collar families. Source: Monthly Labor Review, October 1950, 
p. 444. 

5 Wage-earner families. Source: Social Tidekrift, No. 11-12, 1949. 

6 Average wage-earner and salary-earner families. Source: Population, April to June 1948, pp. 349-360. 

7 Source: Ministry of Labour and National Service, Interim Index of Retail Prices, January 1948. 

8’ Working class families. Source: Statistische Berichte, Aug. 4, 1950, p. 

*° Wage-earner families. Source: ILO Yearbook of Labor Statistics, 1087-48, p. 238. 

10 Wage-earner families. Source: Ibid. 

1 Source: Deputy Commissioner of Labor (Information), Government of Bombay, Labour Intelligence, 
November 1950, pp. 8-19, ‘‘A Study of Working Class Family Budgets 

1 Poor working class families with 3 3 children and well-off working class families with 3 children. Source: 
Bulletin Economique de l’Indochine, March to April 1950. 

18 All families. Source: Monthly Labor Statistics and Research Bulletin, February 1951, p. 50. 

4 Manual-worker and clerical families earning from 40 to 80 florins per week. Source: Maandschrift, 
December 1950, p. 1164, 

18 Working class families. Source: Norges Offisiella Statistikk XI, p. 23. 

1 Wage-earner families. Source: ILO Yearbook of Labor Statistics, 1947-48, p- 238. 

17 Source: Sociala Meddelanden, No. 8, 1950, p. 602. Inhabitants of densely populated districts-—all 
occupations. 


Prepared by: Division of Foreign Labor Conditions, Bureau of Labor Statistics, Apr. 25, 1951. 


Mr. Harvey. I have a question I would like to ask of the Secretary. 
I have noticed recently a great deal of agitation for returning to con- 
sumer food subsidies, such as we had during World War II. 

I wonder if you would favor a return to that program. 

Secretary BRANNAN. Well, Mr. Harvey, I would just like to make 
these comments about it. The objective of all of us is stabilization of 
the economy, the prevention of inflation. 

If, as occurred during World War II, it is found that the use of a 
subsidy such as was used in the case of milk actually resulted in a very 
substantial saving to the people and to the Government in the form of 
taxes and costs of defense items, and no more efficient or reasonable 
alternative can be found—and the factor there was one of the two 
that Mr. Andresen referred to, namely, very drastic increases in cost of 
production of dairy product s—it might be that such a thing would 
have to be resorted to. 

Like all forms of control, those kinds of measures are not desirable. 
But they may be the best tool we can use to apply to a given circum- 
stance and condition. 
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I do not want to rule out subsidies as one of the tools which may 
have to be considered when the time comes. 

Mr. Harvey. As I note from your figures here and I believe I am 
approximately correct, you have said that an increase of approxi- 
mately 1% percent in the cost of living might be occasioned by the 
reaching of parity of those products now below parity. 

Secretary BRANNAN. Yes. 

Mr. Harvey. That was correct, was it not? 

Secretary BRANNAN. Yes, sir; but I on, also, to say that the 
immediate possibility of that is remote. There are many commodities 
that are well under : s—at 60 percent or less, 
some commodities w hic “4 nobody expects under any set of circum- 
stances would rise to parity in the near future. 

Mr. Harvey. Well, let us assume for the sake of the theoretical 
example that the products rose to the price of parity and that you 
are ready to clamp on the ceilings at the time that they reach that 
point. First of all, I will put it two ways. Do you think you need it 
now or would you ‘need it at that point; would you need subsidies in 
either one of those two points? 

Secretary Brannan. I think you have to wait and see what the 
situation is at that point. 

Mr. Harvey. Do you think we need it now; do you think subsidies 
are needed now? 

Secretary Brannan. No. 

Mr. Harvey. That is, consumer food subsidies? 

Secretary Brannan. I do not see any particular circumstance to 
which there is not now some alternative way which will probably be 
just as effective. 

Mr. Lovre. Is it not true that by and large the farmers over this 
country want to receive parity at the marketplace and not through 
a subsidy program? 

Secretary Brannan. Well, that has been one of the other long 
debates, I guess. 

Mr. Lovre. As a matter of fact, is that not true, Mr. Secretary? 

Secretary Brannan. The farmer wants fair treatment. 

Mr. Lovre. And he wants that at the marketplace, rather than 
through a Government channel. 

Secretary BRANNAN. Well, he has been taking checks a long time. 

Mr. Lovre. That is not answering my question, Mr. Secretary. 

Secretary Brannan. What you are asking me to do is diagnose 
the thinking of 5,000,000 farmers, and I have never represented 
myself as able to do that. I do not think anybody else is able to 
do it. 

Mr. Lovers. You come in contact with farmers, actual farmers, in 
your job as Secretary of Agriculture. Is it not true that in your 
conversations with them that they want parity which is only fair 
and just, but they want that at the marketplace and not via the route 
of Government check? 

Secretary BRANNAN. Well, I think they are all people interested in 
their Government and interested in accomplishing public purposes in 
the most efficient manner. I fail to find any overwhelming sentiment 
of the type you are describing. 
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Mr. Lovre. Right along that line, Mr. Secretary, have you as 
Secretary and your Department given any thought to the self- 
financing, self-supporting, long-range farm program? 

Secretary Brannan. We certainly have given consideration to 
every possible suggestion that has been called to our attention and 
some of them that we have just come across in the course of our 
discussions. 

Mr. Harvey. I would like to say, if I may, in conclusion in pursu- 
ance of the food-subsidy subject that one of the most unfortunate 
outcomes of that program as I view it was the fact that the average 
person came to believe that these subsidies were for the benefit of the 
farmer, whereas, as a matter of fact, they were actually consumer 
subsidies. 

The CuarrMan. Mr. Secretary, we thank you very much for your 
appearance and for your very ‘fine statement. 

I will ask Mr. Poage to take the chair while the committee transacts 
some other business. 

(Whereupon, at 11:40 a. m. a recess was taken; to reconvene at the 
eall of the Chair.) 
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COMMODITY CREDIT CORPORATION AND PRODUCTION 
AND MARKETING ADMINISTRATION 


THURSDAY, APRIL 26, 1951 


Hovss or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CHarrMAN. The committee will please be in order. 

We have with us this morning Mr. G. F. Geissler, and the Chair 
would like first to congratulate Mr. Geissler, and also congratulate the 
Secretary of Agriculture upon having him in the new position of 
President of Commodity Credit Corporation and Administrator, 
Production and Marketing Administration. 

We would like very much to hear from you now, Mr. Geissler. 

I might say that this committee was prompted to start these hearings 
by reason of the fact that we believe that a lot of misinformation has 
been given to the public through the press and radio concerning the 
farm program, and particularly with reference to the effect of the 
farm program on the rising cost of living. 

Some people seem to be under the impression that the support pro- 
gram, has caused an undue rise in the cost of living and I would like, 
if you would do so, Mr. Geissler, to have you give us the facts and 
figures pertaining to and related to that particular matter. 

If the price-support program has in fact caused a substantial 
increase in the cast of living, we would like for you to say so, and if it 
has not so caused, we would like for you to say so, and tell us some- 
thing about the PMA regulations as they relate to the price support 
program. 

he purpose of having you here is not only for the benefit of the 
committee, particularly the new members, but for the public generally. 
We want a full statement of facts to come before the committee and 
be presented to the public with regard to this important matter. 
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STATEMENT OF G. F. GEISSLER, ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION, AND PRESIDENT, COM- 
MODITY CREDIT CORPORATION; ACCOMPANIED BY ROBERT 
BEACH, CHIEF, OFFICE OF BUDGET, PRODUCTION AND MARKET- 
ING ADMINISTRATION; ELMER KRUSE, VICE PRESIDENT, 
COMMODITY ,CREDIT ,CORPORATION; EDWARD SHULMAN, 
DEPUTY SOLICITOR, USDA: AND L. ©) ‘HOLM, EXECUTIVE 
ASSISTANT TO ADMINISTRATOR, PRODUCTION AND MARKET- 
ING ADMINISTRATION ; 


Mr. Grissiex. Thank you, Mr. Chairman. 

I first,of all want to-express my appreciation for your kind remarks. 

I have with me,some of our folks from the PMA and the Commodity 
Credit Corporation this,morning, and I would like to introduce them, 
as they will have to agsist_me in answering some detail questions. 

The Cuarrman. We will be glad to have them sit with you. Will 
you gentlemen step forward, please. ‘“ 

-Mr. GetssLer. Thank, you. We have Mr. Shulman ‘from the 
Solicitor’s Office; Mr. Holm, Assistant to the Administrator in my 
office; Mr. Beach, Budget Officer, and Mr. Kruse is Vice President of 
the Commodity Credit Corporation. 

The CuHarrman. All right. You gentlemen just. move around to 
these.other chairs. : 

_.Mr, Getssuer. Mr. Chairman, I do not have a,prepared statement 
with me, but with your permission I would like to make a brief state- 
ment which I think will touch on some of the questions that you raised, 

. The CuarrmMan. Very well. 
~ Mr. Getssuer. First of all, let me say that I appreciate this eppor- 
tunity so soon after stepping into this new position to appear before 
you. 

. The Cuarrman, May I interrupt you right there to ask a question? 

Mr. Gutssier, Certainly. 

The Cuarrman, You are President of the Commodity Credit 
Corporation at the present time? 

Mr. Guissuer. That is right. 

The Cuairman. And you are also the Administrator of PMA? 

Mt. Getssier. I am Administrator of the PMA, ‘yes, sir. 

The Cuarrman. All right. | 

Mr, Guisster. I want to say that I appreciate this opportunity of 
petting together with this committee so.soon after I have stepped’ into 
these responsibilities, because I hope for close working relationships 
between our office, the Department, and this committee. T’hope from 
time f6 time to have the opportunity of coming before this committee 
and discussing our problems with you, and getting your suggestions 
and your guidance in the tremendous job we have got in connection 
with the various farm programs. 

I feel that our interests are identical, and the purpose for which we 
are working is to serve agriculture as best we can, and thereby serve 
the Nation. 

Under the heading of current responsibilities we, of course, are 
engaged in an all-out production effort with respect to commodities 
which are most greatly needed, and which we expect are going to be 
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most needed in the immediate future. That is important, of course, 
I am sure you understand, in connection with the defense effort. So 
far as I am concerned, I think that food is just as important in a mobili- 
zation effort or defense effort as the weapons of war, or anything else 
we might be producing. 

I also feel that'adequate supplies: of foods would give us the best 
protection against inflation that we could possibly have. It is, in my 
opinion, the best permanent solution to inflationary difficulties. 

In this all-out effort of production, and bemg within a mobilization 
period when all-out effort of production is pome in other directions also, 
we, of course, are beset by the usual problems that you will encounter 
under such circumstances. They are very similar to the ones we 
encountered during the last war. 

We have the problem of getting adequate steel supplies for farm 
machinery, for processing machinery, and handling the products of the 
farm. We are going to have to work hard to get enough fertilizer 
in order to get the maximum production. Labor is going to be a 
serious problem, as is transportation and storage. All of these are 
things that we have to work on in order to get adequate production 
and then care for that. production after it is produced. 

I think, in that connection, that I would like to raise another 
matter which is going to become increasingly more important, and 
that is agricultural credit, particularly of the type that is going to be 
needed and not available from present sources of credit. 

I feel that as we go into this production effort we are going to find 
many circumstances where expansion is asked for, which is going to 
call for increased investments and increased operational costs. ‘This 
will particularly be true of part of the small farms and groups that are 
not backed with a great deal of capital, where we can get tremendous 
increases of production if we can get some credit facilities or money to 
furnish those folks in order to make that kind of an expansion. 

I think it will be applicable in cases like the situation probably in 
cotton this year. They are going to plant quite an acreage, I am sure. 

The infestation of the boll weevil is great down there, and it is 
entirely conceivable that many people who lost their crops last year 
may get financing to get their crops planted, but when the threat of 
insect damage occurs they might have to have some kind of special 
financing in order to be able to buy the insecticides in order to protect 
their crops, and bring it through. 

Mr. Gatuines. The Farmers Home Administration is authorized 
to make loans up to $2,500 under its original authority. It is essential, 
in those particular areas where we have boll weevil infestation and 
flooded conditions, that we go up over that figure in order to make 
loans available to farmers who are engaged in the production of 
cotton and other commodities. A $5,000 loan, or $10,000, or $20,000 
may be needed. It is essential to have adequate agricultural credit 
available to them. 

Mr. GetssLer. I just merely wanted to raise the problem. I am 
not prepared to say how we should approach it, but I think that we 
need to give consideration to it. 

The CuarrMan. In connection with your discussion of the im- 
portance of insecticides, many people have suggested to me that it 
might be advisable for the PMA to provide some program putting 
insecticides in an approved farm practice, so that the PMA might 
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assist farmers in an entire area in preventing the destruction of their 
crops by the use of insecticides. 

Mr. Getsster. Are you thinking in terms of the agricultural con- 
servation program? 

The CuarrMan. Yes; and you do give them fertilizer at different 
times, and other grants in order to induce them to engage in good 
ferm practices. 

You might have a situation where in an area there are many 
farmers who go out and poison their crops in an effort to protect their 
production, and then in the adjoining fields you have people whom 
nobody can induce to take those precautions. These people who have 
been talking to me feel that if you could have a grant of insecticides 
as an inducement to these people, that you might be able to obtain 
good results. 

Mr. Geisster. So far our efforts have largely been in the direction 
of trying to get adequate supplies of insecticides. I do not believe 
that we have looked into the angle you are talking about, but I think 
it probably should be looked into. 

I think there might arise a legal question as to whether that is 
within the authorization for the use of the funds. 

The Cuatrman. I don’t know whether it is in the authorization or 
not, but it seems to me that it might be, if you were permitted to 
make certain grants—you do let them have seed on certain occasions; 
don’t you? 

Mr. GetssLter. Yes; we pay for seeding for establishing certain 
crops for conservation purposes. 

The Cuarrman. And lime, and also fertilizer for pasture? 

Mr. Getsster. And fertilizer for pasture. Those are all in con- 
nection with conservation. 

The CuatrmMan. You also make some contribution toward fencing 
for pastures; do you not? 

Mr. GetssLerR. That is right. 

The Cuatrman. And for water tanks, and fish ponds, and things 
like that. It seems to me that if you have all those things and all 
that authority, that you might have authority to grant insecticides. 

Mr. AserNeruy. Mr. Chairman, may I ask a question right there? 

The CHarrMan. Yes. 

Mr. ABeRNETHY. They have some sort of a grasshopper program 
out in the western area; do they not? 

Mr. Geissier. Yes; that is under the Bureau of Entomology. 
The Bureau operates that. 

Mr. ANDRESEN. Mr. Chairman. 

The Cuarrman. Mr. Andresen. Mr. Geissler, may I congratulate 
you upon your promotion, if it is a promotion? 

Mr. Geisster. Thank you. 

Mr. ANDRESEN. I am sorry to see you leave the insurance program, 
because you have been one of the few men who have tried to make a 
success of the crop insurance program. 

I hope that you will kindly keep an eye on it, to see that it does 
continue to function the way this committee had it in mind at the 
time you went in. 

Now, as I understand it, the PMA is the agency of the Department 
which is primarily cone erned with securing food production? 

Mr. GeisstER. That is correct. 





ee See 


SES eaten a 












or 
to 
S; 


in 


n- 


ng 





















































ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 35 


Mr. AnpreseEN. In fact, it is the only agency that has direct con- 
tact with the farmer to secure the goals announced by the Secretary 
of Agriculture. / 

Mr. GetssLerR. Well, I don’t believe I would say that, Mr. Andre- 
sen. Mobilization committees have been set up in each State and 
each county, and on those committees are all of the heads of the 
various agencies in the States and counties, and the job of getting the 
goals attained is the combined job of the various agencies. 

Now, when it comes to action programs and things of that sort, 
sure, the PMA carries the heavy end of that. 

However, I do think that the other agencies should be recognized 
as making a very valuable contribution to getting the job done. 

Mr. ANDRESEN. You have reference to the county agents and the 
Extension Service and the PMA committees? 

Mr. GeissLer. Yes; and the Soil Conservation folks. 

Mr.:ANDRESEN. What other branches would be interested in that 
mobilization program? 

Mr. Getsster. The Soil Conservation Service is included in that. 
The Farmers Home Administration, the Farm Credit units, and 
Extension Service are included in that, and they all contribute along 
the line of their particular types of programs. 

Mr. ANDRESEN. Who is chairman of the county mobilization com- 
mittee? 

Mr. GerssLErR. The county chairman of the PMA committee; and 
the same is true at the State level. 

Mr. ANDRESEN. He is the directing head of the agency? 

Mr. Gerssuer. That is correct. 

Mr. AnpDRESEN. Now, I notice, and I agree with you, that abun- 
dant production is one of the key solutions to the inflationary spiral 
in food. Of course, you cannot stay here in Washington and just 
announce that we must have more production and set some goals. 

Mr. GeissterR. That is right. 

Mr. ANDRESEN. But your agency, and the county units in the 
mobilization committee, are the ones who are responsible for seeing 
that the farmers increase their production. 

Mr. Getsster. That is right. 

Mr. ANDRESEN. I desire to find out what the mobilization com- 
mittees have done to secure this increased production of food and 
fiber, recognizing that we must have the adequate, experienced man- 
power, the farm machinery and equipment to produce the food. 
According to the Secretary of Agriculture and other branches of the 
Department, we have lost approximately 1,000,000 experienced farm 
workers from the farms of this country, who have gone into industry 
because of the shorter hours and higher pay. 

Then we have lost a tremendous number of young men to the drafts 

Mr. Gersster. That is right. 

Mr. ANpDRESEN. Men who should have been left on the farms as 
essential farm workers in order to produce the food that is needed in 
this country. 

Mr. GeissuEer. Yes, sir. 

Mr. ANDRESEN. Just what is being done to retain these essential 
farm workers in food production? 

Mr. Getsster. The Department has been working with General 
Hershey’s office in connection with some modification of policy in 
regard to the drafting of essential farm workers. 
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The mobilization committees have been instructed to get in touch 
with local county and State draft boards to counsel with them in 
regard to production schedules and the necessity for keeping a certain 
individual on a farm to obtain this production. 

Mr. ANDRESEN. Have they done that? 

Mr. Guissiter. They have done that. Of course, the final decision 
as to whether he is taken or not still rests with the draft board, Mr. 
Andresen. 

Mr. AnpRESEN. Yes. However, how far will the county mobili- 
zation committee go? 

Mr. GetssteR. The county mobilization committee will present 
the facts to the draft board, if the case is a good one where this man 
is needed in order to keep production on the farm. They do not 
—— veto power over what the draft board is finally going to do 
out there. 

Mr. ANDRESEN. But they are supposed to supply the draft board 
with the information that is needed? ; 

Mr. Geisster. That is right; and the essentialness of this individual 
in order to sustain production on a particular farm, in a particular 
farm program. 

Mr. ANDRESEN. As you happen to know, I come from the great 
dairy section of this country, and these dairy farms are in a large part 
family farms, and they are operated by the members of the farm 
family. 

Now, I know of numerous instances which I have come in touch 
with where there has only been one son in the family, and the father 
may be from 50 to 70 years old, and in a good many instances in poor 
health and is unable to do the work on one of our diversified farms, 
and this one son has been drafted into the service. 

Now, I have suggested in several instances that this boy and his 
father go to the chairman of the PM A committee, to the county agent, 
in order to have them secure and sitbmit factual information to the 
local draft. board as to the essentiali:y of this particular farm worker. 

Mr. GeissteR. Yes, sir; that is the proper procedure. That is 
exactly what they should do. 

Mr. ANDRESEN. Only in one case that has come to my attention 
out of probably 200 cases has the county board or the county agent 
been willing to take any steps to supply the county draft board with 
information. ; 

I am wondering if you have anybody in the PMA or in the Depart- 
ment who is collaborating with this USDA council, to see that they 
actually function to secure the factual information about a certain 
farming operation to submit to the draft board. 

Mr. GerissterR. Well, I am very sorry to hear your report on that, 
Mr. Andresen, but the instructions from the Department to the State 
mobilization committees are very clear on that. 

We could submit to this committee a copy of the instructions that 
they have received. 

Mr. ANDRESEN. Let me ask you this, are the county agents—well, 
I know that the cour‘y agent is a full-time employee—but is the 
county PMA chairman a full-time employee? 

Mr. GetssLer. Most of them do not spend their full time, but they 
have a staff in the office, and certainly any time anybody came in there 
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their case could be given attention, and the chairman could handle it 
when he did come in. 

Mr. ANDRESEN. Would he be allowed compensation for the time he 
spends on that work? 

Mr. Getssuer. Oh, yes. 

Mr. ANpDRESEN. On work of this kind? 

Mr. Geissuer. Yes. 

Mr. ANDRESEN. Well, that type of work to me is very vital, because 
even though we do have tractors and other power machinery, we do 
not always have the men on the farms to run that machinery. 

Mr. GetssLer. Yes, sir; I agree with you, it takes somebody to run 
the machines. Sig 

Mr. ANDRESEN. These young fellows, if they are the only son, they 
are about the only one who can run the machines on these farms. 

Mr. GetssLerR. That is right. 

Mr. ANDRESEN. I wonder if you have any way to trace this matter 
down and to see whether or not they are actually functioning as you 
have suggested. 

Mr. GetssteR. We will try to check on that. As I say, the instruc- 
tions are very specific, and we will check on it and issue another 
memorandum, probably, to them, and tell them that they should 
do that. 

Mr. ANpDRESEN. It should be very urgent. In the Midwest our 
planting season is about 3 weeks late, and they will have to work 
double time in order to get the planting done, to say nothing of the 
other types of work that go with the production of dairy and livestock 
products. 

Mr. GetssuerR. I think the drain from industrial competition for 
that labor has probably been even more disastrous than the military 
drafting. 

The Cuarrman. Will the gentleman yield? 

Mr. AnpRESEN. Yes; I will yield. 

The CHarrmMan. I understood you to say that some member of 
the mobilization board or committee will be available, and will make 
an investigation when requested to do so by anybody seeking a de- 
ferment. 

Mr. Getsster. Those are their instructions. When an individual 
wants to be deferred, and he thinks he has a good case, so far as pro- 
duction on the farm is concerned, then he should go to his local P. 
and M. A. chairman, because he is chairman of the mobilization com- 
mittee, for assistance in developing the information. 

Certainly our instructions to the local chairman and the mobiliza- 
tion committee are very clear on the point. They should examine the 
situation and develop the facts for the draft board. 

Mr. AnpRESEN. I have just one other suggestion that I would like 
to make to you for immediate action. 

Now, as you have probably noticed in the papers, the calls on the 
draft have been materially lowered for the months of May and June. 

I would like to make this suggestion to the Department, that imme- 
diate contact be made with General Hershey, so that men on farms who 
are essential may make arrangements with General Hershey for the 
postponement of the immediate induction of these men for the next 
60 days, at least, so‘that they can help plant this crop. 
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Mr. GetssLEr. That is all a part of the machinery that is already 
out there. 

Mr. ANDRESEN. They are not doing it, but what I would like to 
have done is to have an order come out from General Hershey’s 
office that in farm areas, where these farm men are essential to 
putting in the crop, if they cannot put them in class 2-C where they 
really belong, most of them, that their induction should be post- 
poned for at least 60 days so that the crop can be planted. 

The CuarrMan. That is already in the rules and regulations; isn’t 
it? 

Mr. GerssuER, Yes, sir. I would like to say also at the same time 
that the procedure that went out from the Department to the mobili- 
zation committees, was, of course, cleared with General Hershey’s 
office, and similar instructions went out from his office to the draft 
board. There is complete coordination there. 

Mr. ANDRESEN. But it is not a mandatory proposition, it is just 
a suggestion that is part of the instruction. 

Now, I have talked with General Hershey’s office within the past 
couple of days on this, because out there in our section they have not 
started to plant their crop yet, and it will probably be the first week 
in May before they can get into the field, and the work that they 
should have done in the first week of April they will be doing in the 
first week of May. So that it means that they will have to double 
up in order to get the planting done. 

You are asking for several million acres more of corn. 

Mr. GetsstEerR. That is right. 

Mr. ANDRESEN. What I say about our section, which happens to be 
in the commercial corn area, is true throughout the corn area. You 
must have the manpower in order to put in the crop, and they will 
have to work day and night in order to get it in. 

They told me down there in General Hershey’s office that he said 
that induction of men should be postponed, and that the local draft 
board could do that, but our local draft boards live so close to the 
production areas that they don’t realize the significance of a large 
corn crop, and what it means to providing more food and meat for the 
people of the country and for the Armed Forces. 

So that I would like to have you contact General Hershey’s office, 
and the Secretary as well, to see to it that they postpone the induction 
of these men so that they can help put in the crop. 

Mr. Getsster. I think they would probably be willing to advise 
their local draft boards that they can do that sort of thing. 

Mr. ANDRESEN. Just one more second: The first notice that came 
out from General Hershey’s office on the deferment of college men for 
educational purposes was put out so that it would be mandatory on 
the local draft boards, so that they would have to defer these men who 
passed the examination. Now, they have changed it so that it is not 
mandatory, but that it is just to guide the local draft board. 

But I think the production of food is probably the most important 
thing that we have in this country, and that we should give immediate 
consideration to it, and if you can get a mandatory order from General 
Hershey’s office that these essential farm workers should be deferred 
for at least 60 days so they can help put in a crop, then you will be 
doing something that is really useful to the country in this emergency. 
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The Cuarrman. Mr. Geissler, will you file for the record a copy of 
the rules and regulations or bulletins or statements that you have sent 
out to your local mobilization boards? 

Mr. Getssuer. Instructions in connection with this deferment 
policy? 

The CuarrMan. That is right. 

Mr. Getssuer. I will be very glad to do that, sir. 

The CuatrMan. I do not think that Mr. Andresen would want a 
general order making it mandatory upon the selective service to defer 
everybody. 

Mr. ANDRESEN. No, sir; I did not say that. 

The CuHairMAN. You do not want to divest the local boards of the 
discretion they have, do you? 

Mr. ANDRESEN. Well, they need some very careful mandates from 
Washington. 

The CuarrMAn. These regulations have made it perfectly clear that 
they are free to exercise their discretion. 

Mr. ANDRESEN. But it cannot be in a two-page speech, like some 
of these instructions that are sent out by General Hershey, because 
nobody reads them anyway. All I ask for is this, that where there are 
essential farm workers who have been classed in class I-A, that for 
the next 60 days if they have not been reclassified as essential farm 
workers, that they should be permitted to stay at home and help put 
in this crop. 

I would like to see that mandatory. 

Now I do not want the farm workers deferred as a class, because 
I think that would be a big mistake. There are many of them that 
should go into the service. But when it comes to a case where it is 
shown in cooperation with the United States Dairy Council that this 
man is an essential farm worker, he should either be deferred or his 
drafting should be postponed in order to allow him to help put in the 
crop. 

Mr. Guisster. We are willing to discuss it with their office. I 
think they have the procedure 

Mr. Hay. May I ask one question? 

The CHarrRMAN. Yes. 

Mr. Hau. Mr. Geissler, in connection with Mr. Andresen’s con- 
tention there, I would like to ask you if your organization has a yard- 
stick by which you go on this deferment proposition? I hope that it 
is not a yardstick at the number of cows or the number of stock that 
a farmer has on his farm, because I should hate to see anything so 
unfair go into effect. 

Mr. Geissuer. That is right. 

Mr. Hatt. I have in mind a particular case in my district where they 
let this young fellow stay right on this big farm and continue to work, 

because he had a large herd of dairy cows, yet in the same neighbor- 
hood they did not defer or refused to defer the son of a small dairy 
farmer, and they took him away and put him in the Army, and the 
farmer had to sell off his stock, and sell off his dairy herd, so that he 
had no opportunity to even make a living. 

Now, I think that a practice like that is decidedly unfair, and I just 
ge if your organization had recommendations to the contrary 
on that. 





40 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


Mr. GerssterR. No; we have not given them any particular yard- 
sticks at all. The instructions that are out to the State and county 
mobilization committees simply say that they should use their best 
judgment. 

Mr. Haut. In this case I will say this for General Hershey, I 
appealed directly to him, and in spite of all the obstructions that we 
have had all the way up the line, the appeals we have made and so 
forth, I will say this for General Hershey, that he came to the fore and 
saw that justice was done in this instance. 

Now, I presume that his policy would be fair over the whole group, 
but it probably does not come under his cognizance, a lot of it, and 
I just wondered that if in your case your organization which without 
doubt is helping in this whole sifting out of all these problems in the 
draft issue on the farm, I wondered if you had any serious recommen- 
dations or yardsticks that you go by so that all these different people 
can get justice. 

Mr. GeissLer. Our instructions do not provide that size of acreage, 
or amount of acreage, or amount of livestock, or anything that has to 
be used as a yardstick on a statistical formula basis, but it just passes 
on to them the responsibility, knowing the situation in their locality, 
and the effect that the drafting of an individual would have upon pro- 
duction in that area. - 

However, the selective service regulations provide that a registrant 
engaged in full-time farming who produces a substantial quantity of 
agricultural commodities for market shall be placed in class II-C, if 
he cannot be replaced and his removal would cause a material loss of 
production. A substantial quantity of agricultural commodities is 
measured in terms of the average annual production per farm worker 
which is marketed from a local average farm. 

Mr. Hatt. The same condition exists in my section in up-State 
New York, where we have one of the largest dairy sections in the coun- 
try, as they do in Mr. Andresen’s section, where the sons in many 
cases are the only ones that the farmer can get for farm help, and they 
have to go out of business when they send them to the Army. 

Mr. Hops. Will the gentleman yield? 

Mr. Hatt. I will yield. 

Mr. Hope. It is my understanding that Selective Service here in 
Washington has advised the local draft boards that they may set up 
a point system within the county for their own guidance. There is no 
national point system, but they have been authorized to set up a 
local point system. 

I think in a case of that kind the county mobilization committees 
could probably be very helpful to the local selective-service board in 
working out an equitable point system within the county for their 
guidance, and that, I assume, would come within the authority and 
within the scope of the authority of the local mobilization boards, 
would it not? 

Mr. Getsster. Oh, yes, that is right. If the selective-service 
boards use a standard of that nature, of course, our folks could work 
toward trying to get the standards modified so that they would do the 
job in the area and could be guided by those standards. 

Mr. Hopx. Let me ask you, Have you had any opportunity to check 
up and ascertain to what extent the local selective-service boards are 
working with the county mobilization committees in these matters? 
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Mr. Guisster. We have not made any check by a report system, or 
anything like that, but it is my general impression that in the more 
intensive agricultural areas, where agriculture is the major industry 
and major occupation, the cooperation is fairly good, and most of the 
draft boards are discussing these agricultural deferment problems with 
their local mobilization committees. 

I think it probably is not as close as that at all in areas where the 
industrial production and agriculture are pretty much mixed, when 
you get close to the larger city areas and areas of that type, where your 
membership probably on the local draft board does not have anybody 
from agriculture, and probably there the cooperation has not been so 
close. But we have asked our folks to take the initiative in going to 
their local draft boards and offering assistance and advice, and trying 
to urge a reasonable policy so far as agricultural workers are concerned, 

Mr. Hoeven. Will the gentleman yield to me? 

Mr. Hops. Yes. 

The CuarrmMan. Mr. Hoeven. 

Mr. Horven. I would like to make further inquiry as to the 
functioning of the agricultural mobilization committees at the local 
level. 

Mr. GeissLter. Yes, sir. 

Mr. Hoeven. When the mobilization committee makes a finding 
is it directed to bring its findings to the attention of the selective- 
service board, or is it only optional with them? 

Mr. GetssLer. Well, it is optional with them. I mean, there is 
nothing mandatory about it. 

Mr. Horven. I am just wondering if that is not something which 
should be rectified. You appreciate the situation at the local level 
in our rural districts. 

Mr. GetssLer. Yes. 

Mr. Hogven. Unfortunately we got into some difficulty during the 
last World War, due to the general deferment of farm labor. 

Mr. GetssLer. Yes; I know that. 

Mr. Horven. We do not want to duplicate what happened in 
World War Il. That puts the mobilization committees in rather a 
peculiar position. If the information they gather as to a certain 
inductee does have some merit, they may hesitate to bring it to the 
attention of the selective-service board for fear of being criticized. 
Perhaps there should be more of a directive. 

Mr. Gutssuer. I think we can probably put more emphasis on it, 
but it has been my impression, both during this emergency here, and 
particularly during the previous war, that these local mobilization 
committees who have the responsibility for getting production, and 
who are the first ones to run into the problems of the farmer getting 
the job done, including labor, machinery, and all the other problems 
which show up, their feeling is so strong on the side of helping the 
farmer that generally you do not have to issue mandatory instructions 
for them to do that. 

The CuarrMan. Mr. Geissler, coming back now to the question of 
the effect of the price-support program on consumer prices, do you 
have any figures now that would indicate just what the situation is 
in that respect? 

Mr. GeissLer. I think the Secretary’s statement on Tuesday went 
into that very thoroughly, and gave some figures as to what effects 
supports have had on agricultural prices. 
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I think there are two sides to be considered in that matter. Per- 
sonally, I don’t think that the price supports have had any material 
effect on the cost of living or the cost of agricultural products, because 
most of those products are riding above the price supports, and have 
been for some time. 

The CuarrMan. Well, let us take cotton, the price support is sub- 
stantially below the prevailing price for cotton, is it not? 

: air. GeissLer. I don’t know. What was the dollars and cents 
gure? 

The Cuatrman. That is the fact, is it not? 

Mr. Getssier. I am told by one of my associates that it was around 
30 cents a pound last year—27.90 cents per pound for 1950 crop—and 
‘the price has been up above 40 ever since October 1950. 

The CuarrMan, Certainly the price support is not responsible for 
the present prevailing price of cotton? 

Mr. Getsster. No; and I cannot think of but one or two commodi- 
ties that are down to that level now. 

The Cuarrman. The real cause for cotton being at 45 cents is the 
operating of the ancient law of supply and demand, the demand is 
great and the supply is small, is that true? 

Mr. GetssLer. That is correct. 

The Cuarrman. Do you know any other single commodity which 
has been forced to unreasonable prices by the support program? 

Mr. GeissuteR. No; I don’t know of any single commodity. 

The CuarrMan. This support program is a floor below which the 
price shall not go, isn’t that right? 

Mr. Gerssier. That is right. 

The Cuarrman. And that price support is the same thing to agri- 
culture as minimum wages are to labor, is that right? 

Mr. Getsster. Yes. 

I think it should be pointed out that we do not have price support 
above 90 percent of parity. 

The CHArrMAN. Yes; and you could not have under the law. 

Mr. GetssLer. That is right. 

The CHarrMan. Any parity is supposed to be a fair price. 

Mr. GetssterR. That is right. 

The CuarrMan. We have only authorized a price support not 
exceeding 90 percent of what we consider to be the fair price? 

Mr. Getssuer. Yes. 

The CuarrMan. So if that is true, it could not be possible for the 
support program to be responsible for the unreasonable rise in the 
cost of a commodity. 

Mr. Getsster. I think if it had not been for the price-support 
program in the past few years, which has kept agriculture in a fairly 
sound economic condition, that we would not have had the kind of 
production we had in the last few years, and we would not have the 
supply of food that we have now. That in itself, a lesser supply of 
: food, would have a greater effect on the inflationary price than price 
supports could possibly have. . 

The Cuarrmay. Now, going back to the Commodity Credit Corpo- 
ration, when the Commodity Credit Corporation goes into the market 
to buy cotton, for instance, cotton must be selling below the support- 
program price? 

Mr. Gersster. So far it has been the loan program, and they only 
put it under loan at the loan price. 
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The CHarrmMan. And that is 90 percent of parity, is that true? 
Mr. GeissLer. That is correct. 

The Cuarrman. So that if we accumulate stocks in the hands of 
the Commodity Credit Corporation, that would be the result of a 
price sinking below what we consider to be a safe level, isn’t that right? 

Mr. Geisster. That is correct. 

The CuarrMAN. Does anyone else have any questions on the opera- 
tion of the price support program and Commodity Credit Corporation? 

Mr. Getssuer. | would like to point out, Mr. Chairman, in connec- 
tion with price support in the present situation, and in connection 
with our all-out production effort this year and next year, as we go 
along, I think it should be recognized that we have to have adequate 
supports in order to get the kind of production we need. 

Now, the costs to the farmer in his production are at an all-time 
high; they have never been higher. 

In expanding his acres and making investments and taking greater 
risks than he has before, with the high cost of operation, if he gets a 
crop he is in fairly good shape, his margin is fairly reasonable, but 
should he have a crop failure, the road to bankruptcy for this man 
is much shorter than it has ever been before, and therefore he ought 
to have price protection. 

So I just feel that while price supports have been important in the 
past in protecting a fair income for the farmer, they become doubly 
important this year, and in the next years ahead, in order to get pro- 
duction for the entire Nation. He is not going to give us production 
unless we give him protection. 

The CHarrMaANn. Price support is a degree of protection to the 
farmer. 

Mr. Getsster. That is correct. 

The CHarrMAN. It induces the farmer to produce the abundance 
that the Nation needs? 

Mr. Guisster. That is correct. 

The CuarrMan. On the Credit Corporation stocks, could you tell 
us something about the situation? How much do you have invested 
in farm commodities at the present time? 

Mr. Geissuer. I will ask Mr. Kruse to report on that, Mr. Chair- 
man. 

The CHairman. Very well. 

Mr. Kruse. As of April 23, Mr. Chairman, in cotton we had some 
78,000 bales of cotton from the 1949 crop, and about 9,200 bales of 
the 1948 crop. 

The butter and cheese 

The CuarrMan. Will you let me interrupt you right there. Every 
bale of that cotton could be sold today for a substantial profit, could 
it not? 

Mr. Krusz. That is right. 

The Cuatrman. Right now, and not only could it be sold in this 
country, but in many countries of the world where cotton is selling 
far above the prevailing price in this country? 

Mr. Kruss. That is right. 

Mr. ANpREsEN. Will you give us figures for the 1950 crop on cotton? 

Mr. Kruse. No, 1 do not have figures on the 1950 crop on cotton, 
because we will not take over cotton until August 1. 

The Cuarrman. You probably would not take over much of it, 
would you? 
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Mr. Kruse. Very, very few bales, if any. 

I do have some figures here that show, some 2,000 bales are under 
oan. 

The Cuarrman. Two thousand? 

Mr. Kruse. That is right. 

Mr. Asernetny. Is that all of the 1950 crop, just 2,000? 

Mr. Kruse. That is the only report I have here. I think that is 
approximately right—no, I am told it is approximately 4,000 bales. 

The Cuatrman. What do you call that, dog-tail cotton, or some- 
thing? Iam just wondering how you got that in there. 

Mr. Kruse. Well, we have no way of saying just why it was put 
under loan. 

The Cuatrman. Maybe somebody was waiting for the price to go 
up to 50 cents. 

Mr. Kruse. You cannot tell. Possibly somebody is taking a 
chance. 

Mr. Hitz. Mr. Chairman, 

The Cuarrman. Mr. Hill. 

Mr. Hitt. I heard some figures last night in a little conference that 
the world price of cotton was about 70 cents, is that correct? 

Mr. Getssuer. I could not tell you. Do you know, Mr. Kruse? 

Mr. Krusp. I guess the Egyptian cotton is higher, and that could 
be approximately right. 

Mr. Hiux. And then cotton was frozen at 45 cents, is that right? 

Mr. Kruse. That is right, 45.76 cents. 

Mr. Hiuz. And 45 percent of all the stocks of cotton, when they 
froze it, was in the hands of practically one speculator. Do you know 
anything about that? 

Mr. Getssier. I don’t know anything about that. 

Mr. Hitt. In other words, one company held 45 percent of all the 
stocks of cotton. I am asking you if you know whether that is true 
or not. 

Mr. Gerssuer. I could not answer that. 

Mr. Hit. Well, the thing that I wanted to bring out, those are 
figures that I heard from a reliable source, while we hear all these 
objections to price support and the Price Support Program, doesn’t 
that make it easier for the people who buy cotton to have cotton 
frozen at 45 cents, rather than to let the cotton go up to 70 cents a 
pound, where it would certainly go if you did not have price controls, 
which gives you the opportunity to freeze cotton at 45 cents a pound? 

I cannot see the argument at all, so far as I am concerned, why 
anyone should object to price controls, when the price controls are 
working today to the benefit of the people who are purchasing cotton, 
and I am talking about the consumers. 

The CHarrMan. Will you yield, Mr. Hill? 

Mr. Hitt. What I am trying to say—yes, I will yield—that it has 
really helped and not hurt. 

The CHartrmMan. Even if what you suggest is true, suppose, unfor- 
tunately, one company did have 45 percent of the cotton stock, that 
would be a good reason why you should freeze it? 

Mr. Hit. Certainly. 

The CuarrMAN. You would not want it frozen in the farmers’ hands. 

Mr. Hixu. You did not understand that. I was not finding fault. 
I really think that it works both ways, and in a time like this it cer- 
tainly does help the consumer of cotton. 
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The CHarrmMan. Certainly. 
Mr. Hix. And that is the thing that I had in mind. 

The CHarrMAN. You may go on, Mr. Kruse. 

Mr. Krust. Now, as to cheese and butter, we have 53,000 pounds 
of cheese and 22,800,000 pounds of dried milk. 

Mr: ABERNETHY. May I inquire? Do those stocks belong to the 
Commodity Credit Corporation? Is that what you are speaking of? 

Mr. Kruse. These are in the possession of the Commodity Credit 
Corporation. 

The CHarrMAN. And could all of that cheese be disposed of at the 
present time? 

Mr. Kruse. Yes. I should say that all of the commodities are 
owned by the CCC. Except some pooled cotton, that is for the 1949 
crop. 

Mr. ABERNETHY. Now about that 1948 cotton? 

Mr. Kruse. That has been taken over by the Corporation. 

Mr. ABERNETHY. There are only 15,000 bales of the 1949 crop 
that you have not taken title to? 

Mr. Kruse. It is less than that. 

Mr. ANDRESEN. You mentioned 53,000 pounds of cheese. 

Mr. Kruse. Yes, sir, in inventory as of April 23. 

Mr. AnpREsEN. Well, that could, of course, be disposed of without 
any difficulty above the figure that you have? 

Mr. Kruse. That is tight. 

Mr. ANprRESEN. And is it not a fact that between 50,000,000 and 
60,000,000 pounds of cheese—now, this is not thousands, this is 
between 50,000,000 and 60,000,000 pounds of cheese was sold to the 
British at 15 cents a pound? 

Mr. Kruse. I would have to get the exact figures on that. We 
— several large sales to the British. Do you have the figures here, 
Bob? 

Mr. Buacu. I believe so. 

Mr. ANpDRESEN. That was less than half of the amount of money 
that the Commodity Credit had in it. 

Mr. Kruse. That is approximately right. I don’t know as to the 
exact amount, but the price is about i 

I would also like to point out that when that particular sale was 
made at that price, conditions were considerably different than they 
are today, and it looked like it might be good business. 

Mr. ANpREsEN. Not in the last part of it, because certain people 
were trying to buy cheese at 32 cents a pound from Commodity Credit 
at the time the last negotiations were taking place with the British. 

Mr. Krusz. I could not tell you about that. 

Mr. AnpreseEN. Fifty million pounds at 15 cents. 

Mr. Bgeacu. From July 1, 1949, through December 31, 1950, Mr. 
Andresen, we sold approximately 56,000,000 pounds of cheese, and 
the total sales proceeds were about $7,160,000. 

Mr. ANpDRESEN. That was about 15 cents a pound? 

Mr. Bracu. I don’t know. 

Mr. ANpREsEN. Will you put those figures into the record, as to 
how it has been disposed of, not only cheese but other items. 

(The information requested is as follows:) 
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Disposition of butter, cheese, and dried milk by the Commodity Credit Corporation, 
July 1, 1949, through Mar. 31, 1951 





Butter Cheese Dried milk ! 
Disposition 
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Miscellaneous dispositions -- _- 212,197) 153, 113. 35 65, 488 40, 073.02) 1,122,409) 141, 249.82 
Total domestic._........ 194, 950, 008/98, 722, 744. 76) 54, 378, 268/11, 400, 634. 03/109, 615, 165) 10, 971, 918. 29 
Grand total disposi- | 
tions..................|231, 903, 784 99, 373, 523. 36 134, 500, 506 21, 101, 576. 13)644, 071, 587/33, 262, 364. 66 





1 Includes both price support and supply pr m dried milk. 

3 Represents sales under sec. 112 (e) of the Foreign Assistance Act of 1948 whereby sec. 32 may make 
payments in amount not to exceed 50 percent of the sales prices (sec. 112 (f)). 

3 Sec. 32, act of Aug. 24, 1935, exportation and domestic consumption of agricultural commodities and 


products. 
4 Agricultural Act, 1949. 


Mr. AnpRESEN. How much butter do you have? 

Mr. Kruse. Two hundred and fifty thousand pounds. 

Mr. ANpRESEN. Of course, that is not a very large amount. 

Mr. Kruse. That is right. That is new butter that was just pur- 
chased this spring. 

Mr. Jones. May I ask a question? 

How long can you hold your butter or cheese in your storage? 
How long is it practical to hold it? 

Mr. Kruse. Well, a good deal depends upon the quality when it 
goes into storage. We have set our quality standards high on butter 
particularly, and we have had some revealing experiences in the keep- 
ing qualities of butter under proper refrigeration. 

We were told at first that 6 to 8 months or a year at most was the 
maximum that we could keep it, and we have kept some A grade 
butter for 2 years, and it was still good butter. 

Mr. Garuines. At what temperature? 

Mr. Kruse. At what temperature? 

Mr. GaTuHINGs. Yes, sir. 

Mr. Kruse. At 10 below. 

Mr. Hitt. Yes, that is the answer. 

The CuarrMan. Off the record. 

(Discussion off the record.) 

The CuarrMan. We will adjourn until 10 o’clock tomorrow morning. 
Please be back at that time, gentlemen. 

(Whereupon, at 11:15 a. m. the committee recessed to reconvene 
Friday, April 27, at 10 a. m.). 
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COMMODITY CREDIT CORPORATION AND PRODUCTION 
AND MARKETING ADMINISTRATION 


FRIDAY, APRIL 27, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m. in the committee room of the House 
Committee on Agriculture, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrMan. The committee will be in order. 

Mr. Geissler, when we adjourned yesterday I[ think you were 
talking about the Commodity Credit Corporation inventories. We 
asked you something about the stocks of cotton and cheese and other 
items. I would just like to ask whether or not it would be possible 
for you to make up for the committee something in the nature of a 
balance sheet, showing the entire operations of the Commodity 
Credit Corporation in the price-support program, with the idea in 
mind of determining just what the profits and losses have been in the 
over-all operation. 


STATEMENT OF G. F. GEISSLER, ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION AND PRESIDENT, COM- 
MODITY CREDIT CORPORATION; ACCOMPANIED BY ROBERT P. 
BEACH, CHIEF, OFFICE OF BUDGET, PRODUCTION AND MAR- 
KETING ADMINISTRATION; EDWARD SCHULMAN, ASSOCIATE 
SOLICITOR, UNITED STATES DEPARTMENT OF AGRICULTURE; 
L. C. HOLM, EXECUTIVE ASSISTANT TO THE ADMINISTRATOR, 
PRODUCTION AND MARKETING ADMINISTRATION ; AND ELMER 
F. KRUSE, VICE PRESIDENT, COMMODITY CREDIT CORPORATION 
AND ASSISTANT ADMINISTRATOR FOR COMMODITY OPERA- 
TIONS, PRODUCTION AND MARKETING ADMINISTRATION 


Mr. Gerssuer. Yes, sir. 

The CuarrMaNn. For instance, I had some figures here several 
months ago which indicated that if you were to eliminate the losses 
on potatoes, eggs, and wool, those three items, the losses would be 
very small and would actually be negligible when related to the in- 
crease in farm income over the period of time involved. 

I think that information would be helpful to the committee and 
would be information which the public should have. Mr. Heim- 
burger, working with people in the Commodity Credit Corporation, 
obtained those figures for me several months ago, but the picture now 
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has changed, I am sure, and probably it would look even better now 
than it did at that time. 

If you could indicate what profits have been made on the cotton 
program, for instance, it is my recollection that it exceeded $200 

illion, that would be important. Profit has also been made on the 
tobacco program, and perhaps on other programs. I do not mean we 
want you to do it today, but if you could do it sometime right away 
so that we could have that information it would be very helpful. 

Mr. GetssLter. We can do that, Mr. Chairman. 

(The information is as follows:) 


Cumulative net resulis'! of price-support operations by commodities, 1933—Mar. 


{Millions of dollars] Net gains 

Basic commodities: or losses (—) 
A Nac Sich sn alg Gs sb Sogcn oa acters ov ins whi aha atin enna ae — 57. 7 
Cotsen, maples. 5) 5 tois3 ed ek i hl i ead — 237. 2 
Wes. we bioe ino. lee ds ita ks tee iciiati den “etn wand — 76. 2 

TE wie nalck donee —1.2 
EE ES EE al eG eas eee pines Diem 2 be Ce ee! 5. 4 
I igs mee mg on we ee TELE Med PES a — 66. 8 
Total basie sommoditios.... » iiss. sn 5 sewed cede tude 40. 7 


Designated nonbasic commodities: 
{ilk and butterfat: 


eae eo ae ve ie een Sk heeee eee ks —44.5 
Sea Jil SU SUiGs ui ikk Ei i eee a —25. 1 
Pee, WOO ite sec 6s iic Sault ccutieesie otis. —51.0 

ENE RE I ATE Sh, ER A ee aE man N —.9 
al a alte oe hah ditek Renita haben: yc — 456. 8 
SE en os oe ee ss oA le ee ead. ~, 
MIDS Sc Sa ati CTS Re ements SRR Ta TE Ts —92. 2 
Total designated nonbasic.__.........-.-.-.-------2--- ese s — 670. 8 
Other nonbasic commodities: 
MPMPG Skike bn ret ON ee ALA LEAR. —5.1 
MOONS rit rs sss 3k eT 8 he oad oS Bcc es Oe 8 Ge Weegee —9. 9 
a Lo cch ten inlaceiae ms ena einen ted 3.3 
SURILGD. tbl h bon Woh Woh Su aoe Wok Sen be o tute DS = obo etl —140. 6 
Panwemed and linseed:0fl -. oz <2 oo cas - sh sca o co essst neg seu — 26. 7 
a ce Tec et aR eat da iit a ee alii nhc detract eieay® Ragldy —14.9 
<areels NN SE Ai a ek se eek Ni GL — 33. 0 
Cipmeneer Ss se 6p 0 Sa ie Ses bh EWS UU CE WE ~ Bh ee —1.7 
tlie el pcm at pl that Seale eae a Here crore eS —21. 5 
Reever @uereea VA ii See a NAG LU —1.7 
Pebees ears tr a eh lo se as bis - ses Sosa Sek eas —-.9 
pated nt ie sa oR algae eRe ea ea et ks ering. ea PAI le —3.0 
TRNN S e M o lle cl Di Sebel dla we Cab dS etade Ste wndhs tnd tSelita bn 4.4 
OU Se Oo A. DS oo A BE dk ho a SE REE ES ~ 98 —16. 5 
ipa a pe aaa aR tye a Pal oo, Sk ARS ae 
Ph SUL en Sk ca eset cig n dude eyieegus Suuauh —.7 
Motel Ciier Wee. ois oi. RU I — 268. 4 
ne - danaleg ommdenh=>bbnen* enna’ — 898. 5 


1 Realized gains and losses excluding general income and expense. Before charge of $500,000,000 to the 
reserve for the postwar price support of azriculture and recovery of $56,239,432 from the Secretary of the 
Treasury under Public 's 389 and 393, 80th Cong. 
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Dollars invested by CCC in price-support programs and realized gains or losses 
er 














u the programs from 1933 through Feb. 28, 1951 
{In millions of dollars] 
Basic modities Nonbasic com- 
— om modities 
modi: 
m - 
ties — Corn |Cotton ! = Rice |Tobacco| Wheat —— Others 
Loans made........----- 10, 258 | 9,278 |1,752| 3,406| 272] 10 497 | 3,341 165 815 
po | RAE EIA 3,904 | 1,243 183 374 308 18 206 154 444 2, 217 
Total dollars in- 
eR ie 14, 162 {10,521 |1,935 3, 780 580 23 703 | 3,495 609 | 3,032 
Realized gains or : 
on See —868 39 | '—58 236} -—75|) —1 6 1—69 1—445 | 1—462 
Cents gained or lost (—) 
for each dollar in- 
Tc lskbceccciowutal —6 0.4} '-3 6 —-13 —4 0.9 1-2 1—73 1-15 



































1 Includes American-Egyptian cotton. 


The CuarrMan. I would also like to have a statement from you as 
President of the Commodity Credit Corporation as to how you regard 
the stocks now on hand, whether they may be liquidated at value or 
investment, or whether you would have to sustain a loss. You said 
yesterday you could sell every bale of that cotton at a profit. I am 
sure that is true. 

Mr. GertssuER. Yes. 

The CHarrMAN. You could dispose of butter at a profit. 

Mr. Getsster. That is right. 

a CuarrMan. A lot of these items could be disposed of now at a 

rohit ! 
" Mr. GetssiER. That is correct. 

The CHarrMANn. But you are not disposing of some of the items, 
because you are holding them to put them on the market at a time 
when it might tend to prevent inflation. 

Mr. Geisster. That is true. That is true in the case of butter. 
Our butter stocks were almost entirely gone, and just recently we have 
acquired some more. 

he CuarrMan. If you have anything in the inventory which is 
regarded as hard stock, in fairness that should be indicated. 

Mr. GrtssLer. We will do that. 

The CuarrMan. If you can give that to the committee we will 
appreciate it. : 

Mr. Getsster. We passed out to the committee members this 
morning the statement of the stocks we are holding in inventory, 
which will give you the information as of April 23. 

The CuatrMan. This shows a total investment at the present time 
of $1,418,000,000; is that correct? 

Mr. Gutsstmr. Yes; that is right. 

The CxHarrMan. How does that compare, let us say, with 12 
months ago? 

Mr. Beacu. Twelve months ago would be March 31, 1950. That 
was $1,855,000,000. 

The Cuarrman. How much? 

Mr. Beacn. $1,855,000,000, 12 months ago. 
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The CuarrMan. A year ago? 

Mr. Beacu. $1,855,000;000. 

The Cuarrman. Is that all we had invested in Commodity Credit 
Corporation inventories then? 

Mr. Bracu. That is right, on March 31, 1950. 

The Cuarrman. When did we give you the $2 billion? 

Mr. Breacu. June 28, 1950. 

The CHAIRMAN. Why did we give you the $2 billion, then? 

Mr. GeissLer. The $1,855,000,000 was just the amount invested 
ininventory. At that same time, there was a tremendous lot of money 
out on loans, where the Commodity Credit Corporation had not taken 
possession. More money was tied up. 

The CuarrMan. Now, you have actually invested $1,418,000,000 
in Commodity Credit Corporation inventories? 

Mr. GetssLer. That is right. 

The CHarrmMan. How much do you have out on loan? 

Mr. Geisster. We can give you the figure on that. At this time, 
right now, we also have in addition to this investment in inventories 
some money out on loan. 

Mr. Bracu. We have a total, Mr. Cooley, of $3,007,000,000 com- 
mitted against our borrowing authority, including the investment in 
inventories, loans, purchase agreements and all other liabilities. 

The CHarrMan. On what are those loans? You only have a small 
amount of cotton, as I understand it. I think you said 4,000 bales 
yesterday of the new or last crop. 

Mr. Bracu. I can give you a breakdown of the loans by commodi- 
ties as of March 31. The major loans are on the basic commodities, 
of course. There are loans of $145 million on prior years’ crops of 
corn. In other words, those are reseal loans, prior to the 1950 crop. 
We have actually $64 million in loans on the 1950 crop of corn. 

The CuarrmMan. Let me ask you about corn. Is that a good in- 
vestment at the moment? Could that corn be disposed of in a manner 
which would prevent a loss? 

Mr. Kruse. Yes, sir. 

The CuarrMan. All right. 

Mr. Beacu. Wheat loans, March 31, are $261,000,000 on the 1950 
crop. There have been substantial payments since March 31. 

The CuHarrMan. Considering the present price of wheat, do you 
anticipate any loss on the wheat investment? 

Mr. Beacu. No. In fact, we do not now anticipate very many of 
these loans will be taken over. 

Mr. Horr. Mr. Chairman? 

The Cuartrman. Mr. Hope. 

Mr. Hope. I would like to ask a question in that connection. 

Do you have any idea of how much wheat you will have to take over? 

Mr. GerssLeR. I would guess very little, Mr. Hope, because the 
current market prices are above the amount these people were loaned 
on that wheat. Unless somebody overlooks it and lets it go by 
default, they are bound to redeem it and sell it on the market. 

The Cuarrman. You are really not expecting to take over any 
substantial quantity? 

Mr. GeIssueR. Very little. 

Mr. Hoeven. Did you have any loss on corn in 1950? 
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Mr. Geissuer. Any loss on corn in 1950? 

Mr. Horven. Yes. 

Mr. Bracu. I think there was a small loss. 

Mr. ANDRESEN. You took over 415 million bushels at an average of 
3%. You could not have had much of a loss. 

Mr. Getsster. I think it might have occurred on some small 
amounts of corn going out of condition. 

Mr. ANDRESEN. Some wet corn? 

Mr. Kruse. Some wet corn that had to be liquidated because it 
was in danger of going out of condition. 

Mr. Beacn. Mr. iene. the loss during the current fiscal year 
through February was approximately $6.3 million on corn, which was 
very small in proportion to the total inventories. 

Mr. Horven. Where was that occasioned? 

Mr. Beacu. As Mr. Kruse indicated, primarily through out-of- 
condition corn sales. 

Mr. Horven. Was that in the Midwest section, in lowa? 

Mr. Kruse. Yes, it was in the main Corn Belt section, primarily in 
the southern parts of Illinois and Indiana, and a little bit in Ohio and 
Missouri. In the Angoumois moth area there was danger of an in- 
festation which was such that it was deemed advisable to liquidate 
the corn before the infestation became too great. 

Mr. Horr. That does not mean you necessarily have that much of 
a loss, when you liquidate your corn holdings. 

Mr. Kruse. That is right. 

Mr. Getsster. If we sold the corn we have today, the profit would 
absorb that and leave a substantial balance. 

Mr. Hops. This is a loss you have to carry on your books now 
because the transaction is not completed. 

Mr. Geutsster. That is right. 

Mr. Bracu. We have no reserve for loss on corn or any other 
grains of the 1950 crop under loan. 

Mr. Horr. Mr. Chairman, they have a list of all commodities on 
which they have loans, but only a few might be of interest now. I 
would suggest that the entire list be submitted for the record, and 
then have the members ask about the commodities. 

The CHarrMan. Without objection, you may include this state- 
ment in the record. 

(The document is as follows: ) 
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The Cuarrman. Mr. Geissler, do you have a statement you would 
like to make before further questions? 

Mr. Hope. I would like to ask one question on the list that has 
been submitted. 

This is as to the quantity of grain sorghums which are on loan, 
and the price situation with respect to grain sorghums. In other 
words, what is our grain sorghum situation at the present time? 

Mr. Bracu. The quantity under loan as of March 31 of the 1950 
crop, is 25,987,000 hundredweight. The total amount of those loans 
is $50,634,000. There was some quantity of prior to 1950 crop 
sorghums still left under loan. 

Mr. Hope. What is the situation with regard to your ability to 
liquidate that at a profit at present prices? 

Mr. Beacu. We have no reserve against those loans, which means 
we anticipate no loss whatsoever on them. 

Mr. Kruse. The present market prices are sufficiently high that 
the grain sorghum that was taken over could be liquidated and show 
a margin of safety rather than a loss. 

Mr. Hops. Are you disposing of any of your stocks of grain sor- 
ghums at the present time? I see you have 8,745,000 hundredweight 
as of April 23. 

Mr. Kruse. Yes. Some of our stocks are being used on the 
export program. Part of the last sale to India still has not been com- 
pleted, and I think there are about five cargoes that are still to go on 
that during the month of May. Those will be supplied out of the 
pated Credit Corporation stock, because they are grain sorghum 
sales. 

Mr. Horr. Where are those going, did you say? 

Mr. Krusp. To India. 

Mr. Hope. India. 

Mr. Kruse. That was a sale made, I think, in November or 
December. 

Mr. Hore. Do you know whether it is contemplated that any 
grain sorghums will be sent to India under the proposed grain pro- 
gram covering 2 million tons of grain? 

Mr. Kruse. Let me answer that his way, Congressman: When 
the India request was first referred to the Department it was based on 
wheat. I informed the State Department and certain Members of 
Congress who contacted me on it that the Commodity Credit Corpo- 
ration had some commodities in its possession that it thought should 
be included in any prospective legislation that Congress might see 
fit to enact with respect to the Indian aid program. 

The two specific commodities that from the Corporation’s stand- 
point we requested be included were beans and grain sorghums. 

Mr. Hope. It has not gone further than that? 

Mr. Kruse. That is right. 

Mr. Gertsster. These sorghums moving out now are on a cash deal. 

Mr. Hore. They are going out at a price that nets a profit? 

Mr. Kruse. That is right, sir, based on the support level for the 
1950 crop. 

Mr. Anpresen. Mr. Chairman, I would like to ask a question of the 
witness. 

I would like to inquire about the amount of wheat you have on hand. 
It shows on the table 171,525,000 bushels. That is in actual owner- 
ship of the Commodity Credit Corporation. 
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Mr. Getssuer. That is right. 

s Mr. ANDRESEN. That is the total amount that you would expect to 
ave? 

Mr. Geissuer. I would think that is just about right. While we 
have quite a bit of wheat under loan I see no possibility of that coming 
to Commodity Credit Corporation. 

Mr. ANpDRESEN. I have seen some estimates on the possible carry- 
over of wheat at the beginning of the new crop year, when the crop 
goes to market. 

Mr. Guisster. Yes. 

Mr. AnpREsEN. Around 400 million bushels. 

Mr. Getssuer. I think our estimates, in round figures—we could 
furnish the figures accurately—are something in the neighborhood of 
425 million bushels, exclusive of this India deal. Now, if this India 
deal went through, of course—every 1 million tons is around 37 million 
bushels. 

Mr. AnpreEsEN. About 75 million bushels? 

Mr. GertssteR. Two million tons would be about 75 million bushels. 
lf that deal went through and that wheat went out before the end of 
the wheat year, July 1, of course that would reduce the carry-over to 
about 350 million bushels in round figures. 

Mr. ANpREsEN. Considering that the crop has not been produced 
yet in this country for 1951? 

Mr. Geisstrer. That is right. 

Mr. AnprReseN. According to the estimates of the Department, 
considering that and the whole picture as we generally get it, what do 
you think a safe carry-over for the country should be as of July 1, 
1951? 

Mr. Getsster. Well, Congress at one time established a minimum 
of 150 million. 

Mr. ANpDRESEN. I know. I offered that amendment. 

Mr. GeissLter. Circumstances, of course, alter that sort of a 
situation. My personal opinion, and that is all it is, is that we 
should have in the neighborhood of 200 million under present world 
conditions and in connection with the country’s mobilization effort. 

Mr. AnpreseNn. You think 200 million bushels would be safe? 

Mr. Geissuer. I would think that should be pretty near a mini- 
mum, yes. 

Mr. ANpRESEN. When will be the earliest date that you will know 
as to the approximate amount of winter wheat in this crop? 

Mr. Getsster. Well, I think probably our July 1 estimate will be 
the best or earliest. figure that will really be good on the entire wheat 
crop. 

Mr. ANDRESEN. I mean just for the winter wheat. 

Mr. Gztsster. On the winter wheat the June 1 figure would be 
fairly good, but a lot of that winter wheat is harvested as late as the 
last part of July. Something could still happen to the crop at that 
point. 

Mr. AnpRESEN. How good a figure could you get on the Southwest 
winter wheat by May 10? 

Mr. Geisster. A fairly good figure. I would say it would be 
fairly good. 

Mr. ANDRESEN. Of course, you know that the spring wheat has 
not been planted yet. 
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Mr. GetsstreR. That is right. 
Mr. ANDRESEN. And we do not know what kind of a crop it will 
be. It is getting late. The seed should be in the ground now. 

Mr. Guisster. Yes. 

Mr. ANDRESEN. If there is a delay of another 2 weeks it is question- 
able as to what kind of spring wheat crop we can get. 

Mr. Geisster. That is correct. 

Mr. ANDRESEN. There may be increased acreage, but certainly 
nobody can predict what the crop will be. 

Mr. Getsster. That is right. 

Mr. ANDRESEN. We may not have much of any crop. In view 
of that situation at the present time do you think it wise to leave the 
carry-over figure at 200 million bushels, or do you not think it would 
be better to have it at 300 million or 350 million bushels? 

Mr. GerssLer. Well, under any kind of circumstances our carry- 
over figure is bound to be in the neighborhood of 350 million bushels as 
of July 1 of this year. I do not see anything that would change that. 
The crop this year, of course, will have an effect upon what our carry- 
over will be July 1, 1952. 

Mr. ANpDRESEN. There are other countries in the world where they 
will soon be demanding products from us, especially if this wheat to 
India goes through. For instance, Israel wants a substantial amount, 
and Iran and Iraq and a good many other countries where they are 
short of food want some. 

Mr. Getsster. That is right. 

Mr. ANDRESEN. When you set the precedent for us and start send- 
ing 75 million bushels of wheat to India you cannot very well turn 
down the others. 

Mr. Getsster. I would guess so. 

Mr. ANDRESEN. So, do you think we ought to have a safety valve 
there over and above the 200 million bushel carry-over to protect the 
economy of our country? 

Mr. Geisster. Well, I think that is largely a matter of judgment. 
Our domestic requirements and what we need in this country, of 
course, are pretty well fixed. 

Mr. ANDRESEN. Around 800 million bushels. 

Mr. Gersster. Yes. Whatever adjustment we would have to 
make on the basis of this year’s crop would obviously have to come in 
our export program. 

Mr. ANDRESEN. We are dealing with realities on that, and that is 
not a political decision, I hope. 

Mr. Getsster. That is right. 

Mr. ANDRESEN. So that if we do not protect the economy of our 
own country we may be short, and there are no ‘“‘Marshall” countries 
in the world to help us. 

Mr. Getsster. If the March 1 estimate is realized, which was 
something like 1,036,000,000 bushels, I guess, as about the figure 
for wheat production this year, and taking care of about an export 
program like we had this year, plus our domestic needs, would reduce 
the carry-over on July 1, 1952, probably somewhere between 50 and 100 
million bushels. 

Mr. AnpreEsEN. Is this wheat that the Commodity Credit Cor- 
poration owns all good wheat? 

Mr. Getsster. Yes, sir. 
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The Cuarrman. Right there, Mr. Andresen, will you yield? 

Mr. ANDRESEN. Yes. 

The Caarrman. I just want. to ask you this: In preparing the 
statement that I requested, will you add to this statement you have 
given the Committee this morning another column. over on the right 
showing what these articles are worth at the present market prices? 
For instance, show your Egyptian cotton at the present market value, 
and so forth, such and such an amount. 

Mr. GetssLer. Yes. 

The CuarrMan. I realize that when you get. down.to the dried eggs 
and things like that you might have difficulty in fixing market value, 
but you could at least put that estimated market value in. 

Mr. Geisster. All right. 

The Cuarrman. When you do that you can balance it out and we 
ean tell just about how the thing looks. 

Mr. GeissLter. We can do that, Mr. Chairman. 

The Cuarrman. All right. 

(The information requested is as follows:) 
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Mr. ANDRESEN. Mr. Geissler, you were here when the Secretary 
appeared? 

Mr. Getsster. On Tuesday? 

Mr. ANDRESEN. Yes. 

Mr. GetssLEeR. No; I was not. 

Mr. ANDRESEN. We went into somewhat of a detailed discussion 
there on the essentiality of food production, processing, and distribut- 
ing of that food to the people, and the Secretary stated then that food 
production, processing, and distribution should have a top priority 
when it came to manpower and machinery and securing of the neces- 
sary equipment with which that food could be produced, processed, 
and distributed. 

Mr. Gusssigr. That certainly has been our policy. 

Mr. ANDRESEN. What is your opinion about that? 

Mr. GetssueEr. I subscribe to that policy 100 percent. I think in 
the mobilization effort, and also to halt inflation, there just is not any 
better weapon than adequate food and fiber supplies from the farms 
of the country. Recognizing.that, we have to have adequate facilities 
with which to do the job. 

Mr. ANDRESEN. Now, on that critical list that was put out by the 
Department of Labor essential manpower was not included in that 
list as being critical. Do you know if there has been any change in 
the attitude of the administration on that point? 

Mr. GetssuEr. Since I was here yesterday morning we got a mem- 
orandum from the Secretary of Labor. I will not read the memoran- 
dum, but merely point out that in that memorandum farm operators 
and assistants are added to the list of critical occupations. That 
information has gone out, I understand, through the Selective Service 
to local draft boards and will be used as a criteria for deferments of 
agricultural workers, drawing of Reserve officers, or can be used to get 
individuals already in the Armed Forces back on the farm where they 
are needed in that capacity. 

(The document referred to is as follows:) 

NATIONAL HEADQUARTERS, 


SELECTIVE SERVICE SYSTEM, 
Washington, D. C., March 9, 1951. 


TRANSMITTAL MEMORANDUM No. 28 


Subject: Local Board Memorandum No. 13, Cooperation of Agriculturai Organ- 
izations Which Are Under the Administration of the United States Department 
of Agriculture 


1. There is being transmitted herewith Local Board Memorandum No. 13, 
Cooperation of Agricultural Organizations Which Are Under the Administration 
of the United States Department of Agriculture, issued November 15, 1948, 
as amended March 9, 1951. This printed copy should be placed in your Manual 
of Local Board Memoranda. It supersedes the copy of Local Board Memoran- 
dum No. 13, dated November 15, 1948, which should be removed from your 
manual and destroyed. 

2. The list referred to.in paragraph 2 (b) of Local Board’ Memorandum No. 13, 
showing the chairman of the State agricultural mobilization: committee in. each 
State, has been mailed direct to the State director. 


Lewis B. Hersuey, Director. 
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NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE SysTEm, 
Washington 25, D,.C. 


Locat Boarp MEMORANDUM No. 13, IssueD NOVEMBER 15, 1948, as AMENDED 
Marcu 9, 1951 


Subject: Cooperation of agricultural organizations which are under the adminis- 
tration of the United States Department of Agriculture 


1, Agreement with the United States Department of Agriculture—An agreement 
between the United States Department of Agriculture and the Selective Service 
System has been reached in respect to the procedure that will govern in rendering 
assistance to the Selective Service System by representatives of organizations 
which are under the administration of the United States Department of Agri- 
culture. 

2. Organization of State and county agricultural mobilization committees.—(a) In 
most agricultural counties there is a county agricultural mobilization committee 
composed of a chairman and representatives from the various agencies within the 
county which have work programs under the administration of the Secretary of 
Agriculture and of State agricultural agencies. The State agriculture mobiliza- 
tion committee is composed of a State chairman and representatives from the 
above-mentioned groups on the State level. 

(b) The various State and county agricultural mobilization committees have 
been asked by the Secretary of Agriculture to cooperate in furnishing such 
assistance as they are able to render to State directors of selective service, to local 
boards and to cooperating farmers. The State director:should contact the chair- 
man of the State agricultural mobilization committee in his State for the purpose 
of establishing agreeable procedures. A list showing the chairman of each State 
committee is being sent to State directors. 

3. Responsibility of registrant—A registrant is responsible for furnishing the 
local board with the facts and evidence necessary to establish any claim he may 
make concerning his classification. A registrant engaged in farming, or his em- 
ployer, may obtain factual data pertaining to the production of agricultural 
commodities on the farm on which the registrant is employed from the chairman 
of the county agricultural mobilization committee or from one of the organiza- 
tions represented thereon. When a registrant is engaged in agriculture outside 
the county in which his local board is located, he may be advised to contact the 
chairman of the county agricultural mobilization committee of the county in 
which he is employed for the purpose of obtaining any agricultural data which 
his local board of jurisdiction may require for classification purposes. ; 

4. Local board relation with county agricultural mobilization committee.—(a) 
Local boards will consult with the county agricultural mobilization committees 
for the purpose of determining under section 1622.13 (b) of the regulations, what 
“the average annual production per farm worker which is marketed from a local 
average farm” would be for the different types of farms in the local board’s area. 
Series IX of the classification questionnaire (SSS Form No, 100) was designed to 
develop in general terms the type of farm, market production, and labor force on 
the farm in question. A comparison of the data supplied in series IX of the classi- 
fication questionnaire with the average worker’s production for market from a 
similar type of farm should, in most instances, furnish the basis for determining 
the classification of a registrant under the provisions of section 1622.13 of the 
regulations. 

(b) Local boards should not request or expect representatives of the county 
agricultural mobilization committees to recommend the classification in which a 
registrant should be placed but should feel free to call upon the committees for 
information regarding specific registrants. The local board has the responsibility 
of determining a registrant’s classification. Requests for information pertaining 
to a registrant’s farming situation should be confined to.available factual data or 
information of ‘a general character concerning the agricultural production pattern 
and labor supply in the area. Members of county agricultural mobilization 
committees are not expected to make inspections of individual farms. ‘ 


Lewis B. Hersuey, Director. 
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Unirep States DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
NATIONAL AGRICULTURAL MOBILIZATION COMMITTEE, 
Washington 25, D. C., February 21, 1961. 


MEMORANDUM No. 1 


To: Chairmen, State agricultural mobilization committees. 
From: Clarence J. McCormick, Under Secretary. 
Subject: Assistance to the Selective Service. 


Chairmen of State agricultural mobilization committees are requested to get in 
touch with the State directors of selective service and offer the assistance of their 
committees. The chairmen shall provide information as to the production pro- 
gram for 1951 as announced by the Secretary on February 2. In addition to 
presenting background facts and State figures on the production called for in the 
production guides program, information shall be given on the labor needs to meet 
these goals. 

The State chairman of the agricultural mobilization committees shall also ask 
the chairmen of county agricultural mobilization committees to contact local 
Selective Service Board representatives and provide them with similar information. 

We are working closely with Gen. Lewis B. Hershey, Director of the United 
States Selective Rarviae: on the problem of maintaining an adequate force of 
efficient and skilled farm workers. We have no desire to see a deferment policy 
for agricultural workers applied in such a way as to retain a disproportionate 
number of workers on farms or any person not making a substantial contribution 
to the over-all production of agricultural commodities. But we are interested 
in keeping on our family farms essential boys who are already trained to handle 
farm machinery and livestock, and who have the required management ability 
to contribute to the necessary production of food and fiber. There should be at 
least one able-bodied man on every one of our family farms. 

During the last war, both State and county USDA War Boards contributed 
materially to handling many difficult farm problems in the State and counties. 
We are sure that these traditions of hard work and fine public service will be con- 
tinued by the State and county agricultural mobilization committees during the 
present national emergency. 





UnitTep States DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
NATIONAL AGRICULTURAL MOBILIZATION COMMITTED, 
Washington 25, D. C., April 2, 1951. 


MEMORANDUM No. 6 


To: Chairmen, State agricultural mobilization committees. 

From: Clarence J. McCormick, Under Secretary, Acting Chairman, National 
Agricultural Mobilization Committee. 

Subject: Assistance to the Selective Service. 


Subsequent to the issuance of: memorandum No. 1 on this subject, we have con- 
summated an arrangement with Selective Service with regard to cooperation 
between the Agricultural Mobilization Committee and the Selective Service 
System. The working relationships covered by this arrangement are outlined in 
a revised local board memorandum No. 13. A copy of this is enclosed under 
Selective Service Transmittal No. 28. 

Also enclosed for your information is a copy of a recent letter to Maj. Gen. 
Lewis B. Hershey with regard to the importance of giving consideration to 
necessary deferments for farmers and farm workers, and a special statement on 
farm production and manpower requirements prepared by the Bureau of Agricul- 
tural Economics. This letter and statement are being transmitted to local draft 
boards by General Hershey for their information. 

We are forwarding to you additional copies of Selective Service Transmittal 
No. 28:and the statement on farm production and manpower requirements under 
separate cover in sufficient quantity so that you should be able to make one 
available to each county chairman. 





82877—51—-ser. g—vol. 1——_5 
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Unrrep Stares DEPARTMENT OF AGRICULTURE, 

OFFICE OF THE SECRETARY, 
Washington 25, D..C., February 2, 1951. 
Maj. Gen. Lewis B. Hersuey, 

Director, Selective Service System. 


Dear GENERAL HersueEy: In accordance with our recent discussion I am giving 
you information regarding the farm labor supply situation which you may pass 
along to your local draft boards. 

Assurance of the needed supplies of food and other farm commodities for the 
Armed Forces, export to other nations resisting aggression, and the domestic 
civilian economy have made it necessary for this Department to ask farmers to 
increase production. 

To meet requirements, the farm job for 1951 is to attain a level of production 
greater than any previously attained in this country. Production called for in 
1951 is about 45 percent above the pre-World War II level, substantially above 
the peak year of 1949, and nearly 5 percent above 1950. 

The needs include a very large increase in cotton of about 53 percent above 
1950. Substantial increases, totaling 15,000,000 acres or 13 percent above 1950, 
are neeced in corn, wheat, and rice. Important increases, particularly from the 
viewpoint of manpower requirements, are needed in pulses and truck crops. 
Increases on other farm commodities such as wool, meat, and naval stores are also 
needed. Others, such as milk, eggs, poultry, sugar, and tobacco must be at least 
maintained and in some instances slightly increased. 

Production of some crops will have to be adjusted downward to make the 
necessary acreage available. The total requirements for all crops are, however, 
so large that. a 5 percent increase in acreage in total cultivated crops will be 
necessary. Therefore, the reduction in some crops cannot be expected to reduce 
farm manpower requirements. Rather, the opposite is true because of the large 
increases needed in intertilled crops. 

During 1950, farm production was well below 1949 with a corresponding 
decrease in workers employed on farms. The high level of nonfarm employment 
during the past year absorbed a large number of these farm workers. Continue 
tion of nonfarm employment opportunities with current expansion in defense 
indu.tries will not only prevent the return of many of these workers, but will draw 
heavily upon the remaining supply of farm workers. 

The farmers are, therefore, faced with a prospect of being requested to do more 
with considerably less people. Mechanization of farming operations has enabled 
farmers to increase production despite a decline in the supply of farm labor. 
However, the skills required to operate mechanized equipment have created a 
situation which makes it difficult, if not impossible, to continue operations if 
trained operators are taken from the farm. These trained operators are the 
keymen in the production of necessary food and fibers. They are needed to carry 
the continuing year-round farm operations and to manage and supervise the 
inexperienced seasonal help which farmers must utilize in periods of manpower 
shortages. 

The increased importance of these keymen (many of whom are of draft age) on 
farms in 1951 does not argue that agriculture should not contribute men to the 
Armed Forces. It does, however, increase the gravity of the responsibility placed 
upon the Selective Service System to select from among the farm registrants in a 
manner that will not jeopardize the attainment of required farm production. 
This Department desires ‘o help you and the local boards in this difficult task by 
supplving information on the National, State, and local levels with regard to farm 
production requirements. We also will make effort, as you may desire, to 
inform farmer registrants and farm operators of their rights and privileges under 
the law and of the importance of providing local boards with full factual informa- 
tion on their farm operations. 

I appreciate the fine cooperation that has been extended in the past by your 
organization both in Washington and in the field and I have no doubts with 
regard to your sincere appreciation of the problems of farm production in this 
emergency. 

If we can be of further service to you we hope you will not hesitate to call upon 
us. 
Sincerely yours, 


C. J. McCormick, Under Secretary. 
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Unitrep States DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
Farm PRODUCTION AND MANPOWER REQUIREMENTS 


The need for products of American farms will continue high this year. The 
United States Department of Agriculture has developed a produciion paitern for 
1951 designed to get the needed volume of output. If efforts to meet the Nation’s 
requirements are successful, the index of farm output this year will reach 143 
percent of the 1935-39 average. This would be the largest output of record. 

Although slightly below 1949, farm output in 1950 was a fifth greater than in 
1941 when we entered World War II. Production rose rapidly during the war 
and continued upward during the postwar period, as is shown by the following 
figures: 
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The need for increased farm production is indicated by the trend in consumption 
during World War II. Also there has been an increase of about 20,000,000 in the 
United States population since 1940, a rise of 15 percent. 

Civilian per capita food demand rose markedly during World War II, and 
consumption set new records. The peak consumption came in 1946 when record 
peers power was available for food, and military purchases were greatly 
reduced. 

Although civilian demand for food is not expected to increase as much after 
1950 as it did after 1941, stepped-up procurement of food for use of the Armed 
Forces and for export would complicate the food situation perhaps even more 
than in the war years. Procurement of food for our Armed Forces this year will 
be larger than in any year since the end of World War IT. 

Pertinent data on changes.in food consumption and uiilization follow: 


Civilian per capita food consumption 
































Item | Unit | 1935-39 on | 198 | 1946 | 1950 
| | 
Total food consumption. - --.......-..-- Index. 100 109 | 112 | 119 112 
Ati ies ievienamaasnsinns by <n onec = Pounds. -- 126 143 154 | 153 145 
Eo < chhed ton tolasi=Gcecas ous: Sees ° ees 801 808 | 77 813 77 
Fats and oils, excluding butter_._...___- aa ae 32 35 | 32 | 32 39 
RM os ane natal amiiinietah<etwines —e vee 138 148 142 | 138 110 
Pencweed rais............... si edi aE SN 25 32 | 28 | 47 42 
PP NUNUIOD. wo ccs on cnc geese ce'se cease ws 235 | 242 | 255 | 72 252 
Canned and frozen vegetables__.-----___|___-. do. _.| 30 | 38 | 36 | 48 43 
EE SE Gbecweantiaondapaenstmaenesiei<caes ae | 159 | 155 | 148 | 156 135 
1 1 | 
Distribution of food among various uses 
| | | 
Item | 1935-39 1 | 1944 | «1946 | 1950 

Taken by— Percent re Percent | Percent | Percent Percent 

TEAL LEED Ati re AR ZI Be | 20 13.2 | 3.2 | 2.0 

Exports and shipments.--.............-.------.- | 2.5 7 7.6 | 7.9 4.8 

United States civilians _-_-...............-- satel 97.7 | 93. 8 | 79.7 | 89.7 | 93. 2 

Change in USDA stocks. --.-.....--...-- ere | —.2 | 5 | ~.§ | | nee 


WON sooo getowscoscte sex sccscass cnyceweees | 100.0 | 100.0 | 100.0 | 100. 0 100.0 
| | | 





Favorable weather helped in getting the large production during the war and 
postwar years and weather must again be favorable if the indicated 1951 volume 
of production is attained. Although weather is important in any single year, 
improved farming practices is the chief reason why agriculture is now geared to 
high-level production. Cropland area has changed very little. But greater use 
of fertilizer and lime, better seeds, and improved cropping practices coupled with 
more timely operations due to increased mechanization have been the major 
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factors responsible for higher yields. More milk per cow, more eggs per hen, 
and a larger output of livestock products per breeding unit in general have resulted 
from better practices in breeding, feeding and caring for livestock. 

The importance of these developments is indicated by the following indexes: 








Livestock 
lunits 
Total crop- |Crop produc-| Anima production 
Year land tion per acre ps bee ing per breeding 
unit 

100 100 100 100 
98 113 107 lll 
101 122 132 104 
103 130 114 120 
101 127 119 118 




















Mechanization on farms progressed rapidly during World War II and the postwar 
years. There was a large shift from animal power to mechanical power. Farmers 
greatly expanded their use of important labor-saving machines such as grain 
combines, mechanical corn pickers, and milking machines. The following figures 
point up the extent of this progress: 


{Thousands on farms, Jan. 1] 











Horses and Motor- Automo- | Grain com-} Corn pick-| Milking 
Year mules Tractors trucks biles bines ers machines ! 

1940 14, 478 1, 545 1, 047 4.144 190 110 175 
1941 14, 104 1.675 1, 095 4. 330 225 120 210 
1944 12, 613 2. 215 1, 385 4,185 345 146 300 
1949 8, 246 3. 500 2, 100 5, 300 590 365 685 
1950 (prelimi- 

es : ET SA 7, 463 3, 825 2, 200 5, 800 650 410 710 


























i Farms reporting milking machines. 


One of the noteworthy results of the increase in mechanization and other 
technological progress in farming has been the outstandiug rise in productivity of 
farm labor. Output per man-hour in 1950 was more than 50 percent greater 
than in 1935-39. An increase in the volume and use of mechanical power and 
machinery on farms was most important in the rise in man-hour productivity. 











Index of 
volume of all 
Index of farm farm power 
Year output per | and machinery 
man-hour (excluding 
horses and 
mules) 
NN Ia esc sdeencianinsbvssesits neanisemclisateilpe alee ahaa aeedi ee mannan indleeaiiampa int 100 100 
_ ae pS gir inidinaeant pceallinde ket binwewanins ania eeei Maan hnnwel 118 122 
ee ntalnstieansiteiae in init aspen etelirtanrtien india ereaetrenttiiale 130 146 
Es i an il el aeiltea eteaaticaron eta pelag ws thie pela manana apie ines ie ayho ath 151 231 
Ba ovcnmcseewccnccncdcocccndecseswesestnsnccce ce scesescckcabsaseeesbat 156 246 











Technological advance in farming has been country-wide. As a result, man- 
hour productivity of farm workers has increased greatly in all geographic divi- 
sions of the United States, as is shown by the following indexes: 


Farm output per man-hour 
































| 
“= : East West | Fast West | 
Year Xow | Middle | North | North | South | south | south | Moun- | pacitic 
— | AbMenie | Central | Central | *** Central | Central | 
| | 
1935-30....| 100| 100 100} 100 100 100 100 100 100 
eat] | 107 118 130 109 112 17 120 108 
mcs ica 9 ae 124 147 123 122 138 130 119 
yo9---] | 133] 62 | |B 136 it] M7 134 
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The rise in productivity of farm labor due to increased mechanization and other 
advances in production techniques has meant that, over the years, progressively 
more farm products have been produced by progressively fewer farm workers. 
But it is true also that a large part of the increase per man has not been due to 
more og oe and fewer workers but to increased production per acre and per 
animal. Ithough the average number of farm workers increased for a while 
immediately after the low farm employment level of World War II, the downward 
trend in employment soon set in again. Changes in numbers of farm workers 
during the last 3 years are as follows: 


TOTAL FARM EMPLOYMENT 




































































[Millions] 
, } j 
| | Yearly 
Year Jan. the Mar. | Apr. | May | June | July | Aug. | Sept.| Oct. es | Dec.| aver- 
age 
7.8| 86] 99| 114| 122/123] 127] 13.1) 150/134] 96] 7.2 1L1 
74} 84! 95/109] 11.9|121/122/125|147/129!] 94| 7.2 10.7 
7.8 | 8.3} 9.4] 10.6 | 11.5 | 11.7] 11.6] 120) 13.7}123| 89] 68 10.3 
OPERATOR AND UNPAID FAMILY WORKERS 
oe eee | 68! 7.3 | a'| 9.3} 9.7} 9.2 a9 | 9.3 10.8 | 10.0 | 7.8| 62| 86 
1949. _- 64| 71] 7.7] 89] 9.4| 89] 83] 89/105/ 07] 7.6] 62 8.3 
TT 63 7.0} 7.6 | 8.7} 91] 86] 82) 8&6 9.8 | 9.3} 7.3] 5.9 8.0 
| | | 
HIRED WORKERS 
ee pac | | s* SHB 
WS no vic. L- 20) B84 2.81. £41 81-83) 281.881 431 3.4 | 1.8) 1.0} 2.5 
eee ee 10| 13) 18| 20! 25] 32] 37| 36] 42! 32] £8] 10} 2.4 
a ye 1.0 | 1.3 | Ls | 19| 24] &1 at) 3.4 ae} 3.0} 1.6 | 9| 23 
i 1 1 

















Experience has shown that expansion in defense industries will drain workers 
from farms at a faster rate than normal. Although further gains in labor pro- 
ductivity will make it possible to continue the release of some farm workers to 
other industries, it is essential that industrial recruitment programs and selective 
service policies be so carried out as to retain a basic core of experienced regular 
workers on farms. The advanced state of farm technology and the necessity for 
continued high-level food production underscores this need for retaining experienced 
workers on the commercial farms of the country. Continued high production 
also requires that prime consideration be given to the retention in farm communities 
of equipment repairmen, welders, mechanics, and the other skilled service personnel 
necessary to keep our farm plant operating effectively. 

It is important also that sufficient numbers of highly skilled plant and animal 
breeders and technicians be retained so as to assure farmers adequate service and 
quanti ies of supplies produced by them, such as hybrid and improved seeds, plants, 
and chicks. 


Marcu 2, 1951. 





APRIL 23, 1951. 
The honorable the SecrETARY OF AGRICULTURE, 
Washington, D. C. 

My Dear Mr. Secretary: After giving relative weight to all pertinent factors 
involved, the Department accepted the recommendation of the Interagency 
Advisory Committee and has, as of this date, added aircraft-engine mechanic; 
airplane navigator, commercial; farm operators and assistants; and shipfitter to 
the list of critical occupations. 

For your information and guidance, there are attached copies of job definitions 
identifying the duties included under these occupational titles. 

The occupation farm operators and assistants was added to the list in accord- 
ance with your petition to include the key farm worker as a critical occupation. 

The above-listed occupations are all included in the revised list of critical oecu- 
pations to be released for distribution in the next few days. 

Yours very truly, 
Maovrice J. Torin, 
Secretary of Labor. 
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FARM OPERATORS AND ASSISTANTS 


Performs without supervision a wide variety of the following skilled tasks in 
commercial agricultural production where applicable to the particular type of 
farm on which he works; or supervises workers of lesser skill: Prepares soil for 
planting -by plowing, harrowing, and fertilizing; seeds, cultivates, and harvests 
crops. Imigates arid lands and practices erosion control. Plants, sprays, and 
prunes fruit trees. Cares for livestock. Operates, repairs, and maintains farm 
implements and mechanical equipment, such as tractors and electric motors, 
combines, gang plows, ensilage cutters, corn and cotton pickers, milking machines, 
and hay balers, used in the production of crops such as grain, vegetables, hay, 
fruit, cotton, and/or livestock, poultry, and their products. Repairs farm build- 
ings, fences, and other structures. On specialized farms, such as dairy or live- 
stock farms, performs such tasks as scientific feeding and selective breeding, 
rotating pastures, operating and maintaining dairying equipment, sterilizing con- 
tainers and equipment, and maintaining sanitary conditions in barns. Knows 
over-all farm operations including when, where, and how crops should be planted, 
cultivated, sprayed, and harvested. May determine when and where products 
will be marketed. Trains and supervises casual and seasonal workers during 
planting and harvesting. 


Mr. ANDRESEN. You say you assume that is going out to the local 
draft boards? 


Mr. Getsster. I understand it is going out. : 


Mr. ANDRESEN. It is going out? 

Mr. Getsster. If it has not already gone out. 

Mr. Surron. Will the gentleman yield there? 

It is left up to the discretion of the draft boards right now. 

Mr. AnprRESEN. This will be an additional guide, because man- 
power has not been on that critical list. 

Mr. Getsster. I might point out some others on this list, to give 
you some idea of the consideration they should get. 

Mr. Horr. Let me ask you a question right there. You say farm 
operators and assistants? 

Mr. Getssuter. That is right. 

Mr. Horr. What do you understand the assistants to mean? 

Mr. Geisster. The general definition contained in this memoran- 
dum is ‘farm operators or farm laborers.” 

Mr. Horr. Any farm laborer? 

Mr. Geisster. That has managerial ability and can do an all- 
around complete job of doing the many things the farmer has to do. 
He has to be a mechanic; he has to be veterinarian; he has to be a soil 
specialist; and all those things. 

Mr. AnprEsEN. Would it take in the tractor operator or the man 
who runs a seeder? 

Mr. GetssuEr. It takes in the man that can do the total job, not 
just the specialist who can only do one job. It is the man who can 
do the total job of running a farm. 

Mr. ANpRESEN. Then it will take in, as you interpret it, the essen- 
tial farm labor on a farm to produce the food? 

Mr. GetssLer. That is correct. 

Mr. Hope. It would include any regular farmhand you would 
employ on the farm on a year-round job? 

Mr. Geissuer. I think that probably would be the dividing line; 
somebody employed on a year-round basis on a farm. I do not think 
seasonal help would be included in this sort of definition. 

Mr. ANpDRESEN. The manpower will have the same status now as 
farm machinery? 

Mr. GetssLer. That is right. 
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Mr. ANDRESEN. Being on the critical list? 
Mr. Getssuer. Yes. 
q Mr. ANpDRESEN. That takes in farm equipment and processing 
equipment which is used in the processing of the various farm prod- 
ucts or their sale to the market and the consumer’s table? 

Mr. Getsster. Yes. It includes farm machinery and equipment 
and supplies used on the farm, such as bale ties and things like that. 

Mr. ANpRESEN. Bale ties and milk pails and pasteurizing plants. 

Mr. Getsster. That is right. It includes equipment needed in 
processing plants. It includes containers for packaging, and items of 
that sort. It involves storage, transportation, and the whole list of 
categories. 

Mr. ANDRESEN. It comes under your jurisdiction, or that of the 
PMA and the Commodity Credit Corporation to see to it that top 
priority is given to these items? 

Mr. Getsster. We are not the final word on it, Mr. Andresen. 
We are the claimant agency with the Defense Production Adminis- 
tration. We will certainly set the Committee up on that basis, and 
we are working vigorously at having our policy prevail on that 
situation. 

Mr. ANpDRESEN. Have you replaced Mr. Trigg on that so-called 
Mobilization Committee? 

Mr. Getss.Ler. Yes. 

Mr. ANDRESEN. Where they decide these things? 

Mr. Getssuer. Yes. 

Mr. ANpRESEN. I hope you put up an aggressive fight there. 
I know you will. 

Mr. GetssLer. We will do our best, Mr. Andresen. 

The CuHarrMan. Off the record. 

(Discussion off the record.) 

The CuarrMan. Mr. Geissler, do you have a statement to make 
now in addition to the statement you made yesterday with respect 
to the matters we are now discussing? I do want to ask about some- 
thing else later. 

Mr. GetssLteR. Yes. Several questions were raised yesterday with 
respect to the effect of the price-support program on the cost of living 
and the prices of food. In order to make the record more clear and 
coherent, we did prepare a statement which I would like to read at 
this time, because I think it covers the subject more completely. 

The Cuarrman. All right. 

Mr. Getsster. Prices of very few food items are being supported. 
On the list of those that are supported are dairy products, such as 
milk, butter, and cheese; peanuts; honey; wheat; dry edible beans; 
and rice. All except honey are selling at the farm at this time at 
either the support level or above. 

Price-support programs directly affect foods which have weight of 
only 7 percent in the over-all cost-of-living index and only 20 percent 
in the retail cost-of-living index. Most of these foods are processed 
items, where the farmer’s share in the retail price is so small that a 
change in farm price may not result in a noticeable change in the 
4} retail price. 

; For example, the farmer gets 2.85 cents for wheat contained in a 
16-cent loaf of bread. The retail price of bread increased 1.9 cents a 
loaf since June, and if this were due entirely to the rise in the price 
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of wheat the farmer would be getting $1.25 per bushel more. Actually, 
in January the farm price of wheat was only 19 cents per bushel over 
the price before the Korean outbreak. 

The most important items in the consumer’s food budget are not 
under price support. The most important ones in that category are 
meats; poultry and eggs; fruits and vegetables, except potatoes; 
fish; coffee; tea and cocoa; spices; tapioca; bananas; and other im- 
ported foods. 

Foods not supported have much more weight in the retail cost-of- 
living index. Meat represents 26 percent of retail food costs. Poul- 
try and eggs represent 8 percent of retail food costs. Fruits and vege- 
tables represent 20 percent of retail food costs. None of these items 
are in the categories of support items. 

Large production or abundant production is the best protection 
we can get against high food prices. The price-support program will 
-be of tremendous aid in getting desired production of feeds, which are 
basic to large meat, dairy, poultry, and egg production. The influence 
of price supports thus will be to hold consumer prices down in the 
long run. 

Current high prices are the result of limited supplies and high 
demand. Consumers have record high purchasing power, and are 
demanding and are able to pay for more of the higher-cost foods like 
meat, poultry, eggs, milk, and cream. The per capita consumption 
of these foods is markedly above the prewar level, while the per capita 
consumption of the cheaper, more plentiful foods, like potatoes, sugar, 
and wheat are substantially under the prewar level. 

Mr. Hops. To what war are you referring? Is that World War II? 

Mr. GetssLteR, World War II; yes. 

The price-support program stabilizes supplies available to con- 
sumers, and stabilizes prices, also. Supplies are acquired iv the flush 
production season, held, and made available in periods of slack 
production. 

I think a good example of that is what has been done in butter. 
Last year during the flush season when butter was very plentiful the 
Commodity Credit Corporation acquired quite substantial stocks. 
During the fall and winter, when supplies were scarce those stocks 
moved out and helped stabilize the price to the consumer. Un- 
= prices would have gone much higher had that not been 

one. 

We are acquiring some butter now, and I am sure the same thing 
may repeat itself next fall. 

I can submit these notes for the record, Mr. Chairman, if you 
would like to have it. 

(The statement is as follows:) 


Price Support Has Hap Lirrite To Do Witn Current Hicu Foop Prices 


1. Prices of very few food items are being directly supported—only these: 
Dairy products (milk, butter, and cheese), peanuts, honey, wheat, dry edible 
beans, rice. All except honey are selling at the farm at either the support level 
or above. 

2. Price-support programs directly affect foods which have weight of only 7 
percent in over-all cost-of-living index and only 20 percent in retail cost-of-living 
index. 

(a) Most of these foods are processed items where farmers’ share in retail 
price is so small that change in farm price may not result in noticeable change in 
retail price. 











ane gee arses 











ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 69 


(b) For example, farmer gets 2.85 cents for wheat contained in a 16-cent loaf 
of bread. Retail price of bread increased 1.9 cents a loaf since June. If this 
were due entirely to rise in price of wheat, farmer would be getting $1.25 per 
bushel more. Actually, January farm price of wheat was only 19 cents per 
bushel over price before Korean outbreak. 

3. Most important items in consumer’s food budgets are not under price 
support. Examples are: Meats, poultry and eggs, fruits and vegetables (except 
=e fish, coffee, tea and cocoa, spices, tapioca, bananas, and other imported 
foods. 

4. Foods not supported have much more weight in retail cost-of-living index. 
Meat represents 26 preven of retail food costs, poultry ard eggs represent 8 
pre of retail food costs, fruits and vegetables represent 20 percent of retail 
ood costs. 

5. Large production is best protection we can get against high food prices. 

(a) Price-support program will be tremendous aid in getting desired production. 
of feeds—which are basic to large meat, dairy, poultry, and egg production. 

(b) Influence of price support thus will be to hold consumer prices down. 

6. Current high prices are result of limited supplies and high demand. 

(a) Consumers have record-high purchasing power, and are demanding and 
able to pay for more of higher cost foods like meat, poultry, eggs, milk, cream. 

(b) Per capita consumption of these foods is markedly above prewar level, 
while per capita consumption of cheaper, more plentiful foods like potatoes, 
sugar, and wheat are substantially under prewar level. 

7. Price-support program stabilizes suppiies available to consumers, and 
stabilizes prices also. 

(a) Supplies are acquired in flush-production season, held, and made available 
in periods of slack production. 

(6) Butter operations in past year are good example: Of 242 million pounds 
purchased, more than one-half was sold back in the commercial trade at cost plus 
handling charges—and these supplies helped fill demands and stabilize prices at 
a time when trend in all food prices was upward. 


The CuarrMANn. Did you say you were buying some butter now? 
Mr. GetssLer. That is right. We have about 250,000 pounds. 
The CuarrMan. How much? . 

Mr. GetssLter. About 250,000 pounds acquired in the last 2 weeks. 

The CHarrMAN. What other commodities are you buying now, Mr. 
Geissler? 

Mr. Getssuer. I will ask Mr. Kruse to answer that. 

Mr. Kruss. Under the price support, offhand, I cannot think of 
anything except an occasional offer of a little cheese being made 
here and there, and a little dried milk. With the cheese price such 
as it is there should not be any offered to us, although occasionally 
there are small offers being made. 

The CuatrMAN. How do you explain that? Why is that occurring? 

Mr. Kruse. Well, I am afraid I cannot explain that. That is one 
of the things we cannot understand that just happens every so often. 

Mr. Hops. Is that something that has gotten out of condition? 

Mr. Kruse. Occasionally someone has failed to make a sale that 
he thought he could make, and he runs short ot money and he wants 
to turn it quickly. He gives it to the Commodity Credit Corporation 
at the support price. 

The CHarrMan. At the support price? 

Mr. Krusz. That is right. We do not buy any of these commodi- 
ties at higher than support prices. 

The Cuarrman. On the food items the prevailing prices now, gen- 
erally speaking, are substantially above the support prices on any of 
these items; is that not true? 

Mr. GeissuerR. That is true. 

The CuarrMan. Are there any further questions on this inventory? 
Mr. Horven. Mr. Chairman? 
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The CHarrMan. Mr. Hoeven. 

Mr. Hoeven. As I understand it, you are not buying any honey at 
the present time? 

Mr. Kruse. There is a little honey. Mr. Beach has the total 
honey story. 

Mr. Beacu. The first offers were received last September for about 
2 million pounds of honey. Most of it was of high grade and good 
flavor and acceptable for table use. We had two more purchases, 
one on December 1 and one on March 1. We bought a total of 
8,310,000 pounds of honey in those three purchases. 

Mr. Hoeven. You have 605,000 pounds on hand as of April 23; 
is that right? 

Mr. Beacu. That is right. Of the total purchase only 605,000 
represented the strong-flavored honey. 

Mr. Hoeven. What is the picture for the year 1951? Do you 
anticipate you will have to buy any honey? 

Mr. Beacu. I do not believe they anticipate buying very much 
more honey this fiscal year. Just one moment. During the fiscal 
year 1952 we anticipate buying some. We had an estimate that we 
might buy as much as 25 million pounds, but that may be high. In 
our current Commodity Credit Corporation budget estimates we have 
provided for the purchase of 25 million pounds in 1952. Of course, 
no one can foresee that at the present time. That will be part of the 
1951 marketing season and part of the 1952. 

Mr. Hoeven. Mr. Geissler, may I ask you a question: What, if 
anything, are you doing to liquidate the 6,740,000 pounds of Mexican 
canned beef? 

Mr. GeissLterR. Mexican canned beef? 

Mr. Horven. Yes. 

Mr. Geisster. I understand that right at this time the Army is 
inspecting all of that with the view of determining what portion is 
acceptable for their requirements. We have a standing offer right 
now from foreign governments for any amount that the Army will not 
take. 

Mr. Horven. Then the Army has changed its attitude on the pur- 
chase of that beef? As I recall it, at one time they were not interested 
in purchasing any of it. 

Mr. Getsster. They are inspecting it, and I presume it is for the 
purpose of anticipating taking it. Whatever they do not take we 
will put out on competitive bid and will move it about that fast. 

Mr. Hoeven. There is no particular reason why you should keep 
that stock of Mexican canned beef? 

Mr. Gersster. No. Right at the moment we could dispose of it, 
but we gave the Army the opportunity to inspect it and see what 
part they want. 

Mr. Ostrertac. A while back reference was made to what I inter- 
preted to be your recommendation in connection with aid for India, 
and I take it that you recommended that other commodities, such 
as beans and grains, be included in the over-all assistance, whether it 
be loans, grants, or what. 

Mr. GetssLer. Correct. 

Mr. Ostrertac. Beans, for example, you pointed out, are selling 
above the support level, at least at the support level. What is the 
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idea of the bean recommendation, so to speak? I just want to know 
where that comes in with relation to wheat. 

Mr. Kruse. The reason we made the request to have beans included 
is that some of our beans are 1948 beans, and, as all of you know, beans 
get drier and harder with age. We thought that it would be well if 
we could liquidate some of those beans before they would get into 
further danger of deterioration, or become less palatable. 

Mr. OsrertaGc. You have a real surplus? 

Mr. Kruse. That is right. 

The CHarrMan. Mr. Geissler, let me ask you a question that has 
been raised by Mr. Abernethy, and I think it is pertinent, since it 
appears you are buying butter, taking it into the support program 
when butter is selling above the support program. Why would it not 
be a good idea to discontinue loans on all commodities that are selling 
in the market place in excess of the support program? For instance, 
you have 4,000 bales of cotton out of the last crop. Cotton has been 
above the support program. Why should the Government be en- 
gaging in any such transaction as that? Why not just say to the 
farmer, “The program is off; you can sell it in the market place, so 
you will have to sell it in the market place, or deal with a private 
storage warehouse and a bank.”’ 

Mr. GeissLer. That might be a very temporary situation. I think 
in most any year that we have operated our price-support programs 
there have been times when, for short periods, the commodities 
moved above the support level. It has been my thought that the 
support program, or the loan program, for example, is a device which 
gives the farmer an opportunity to hold his commodity and market 
it at the most advantageous market, which many times might be full 
parity rather than any percent of parity, or the support level which 
is offered on the particular commodity. 

The CHarrMan. That may be true, but when you have a commodity 
like cotton that is substantially above the support program, why 
should the Government provide the facilities which will enable the 
farmer to store his cotton and more or less speculate on the future 
market? It seems to me that is not a necessary part of the support 
program. 

Mr. Asert. If great profits are going to be made on these crops, 
the farmers ought to make a part of them. We have had that same 
thing up with Mr. Kruse just recently. He could not go as far as the 
Oklahoma wheat farmers wanted him to go. I think that I called 
him in response to a letter that I had from the Oklahoma Farm 
Bureau. Farmers in western Oklahoma wanted to hold their wheat 
3 months longer than the authorized period. CCC could not go 
along, but why should the farmer not have this opportunity? 

The CHAIRMAN. Suppose that I have a hundred bales of cotton out 
of last vear’s crop. I can take that cotton to a private storage ware- 
house and get a receipt and take it to the bank and get the money. 
Why should the money get into that transaction? We only created 
the support program to take care of the farmers when prices went 
below a certain level. I am not saying definitely that it should be 
done, but I am only mentioning it. 

Mr. Geissuer. I think that you have an entirely different situation 
when you have a small amount of cotton like we have now. I think, 
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for example, when the wheat crop moves to the market this fall, and 
when the cotton crop moves to the market this fall, if we do not have 
a support program in operation, you probably would not have those 
commodities selling above the support level. It is the opportunity 
for the farmer to withhold a part of that from the market that keeps 
it at that level. 

Mr. Hopn. Is there not a distinction here? We were talking about 
butter a while ago, and you are buying a little butter. You do not 
buy that from the farmers; you buy it from the processors. 

Mr. Getssuer. Yes. 

Mr. Hops. It does not seem to me that a processor ought to have 
the right to speculate on the program. He does not really speculate, 
though, because he has no chance of getting a profit that may accrue 
through a higher price. He disposes of it, does he not? 

Mr. GetssLter. We buy that. 

Mr. Hops. If you are making a loan to a processor, I can see where 
there might be some criticism that you are letting him come in and 
speculate, but as long as you do not make a loan in a case of that 
kind, you simply make an outright purchase, there is no way he 
could speculate on that, is there? 

Mr. Getsster. Not at all. When we sell that butter back, it is sold 
at a certain minimum, or the market price, whichever is the higher, so 
we have no profit from our carrying that commodity. So far as the 
price-support program is concerned, in addition to what I have said, 
I think at the time when people are planting their crops and planning 
their crops for the next year, they should be assured of a certain 
minimum price. ; 

The CuartrMan. I do not want to be misunderstood. I did not 
mean to suggest that we should suspend the support program, but 
why should a support program operate when the commodity is sub- 
stantially above the support price? I am just raising the question. 
I am not saying that it should or should not be. 

Mr. Getssier. The history of the Commodity Credit Corporation 
operation clearly indicates when market prices are stronger than the 
support level or above, there is a very small volume that goes under 
price-support activities, be it a loan program, a purchase program, or 
anything else. When prices are distressed, a tremendous volume goes 
in, except for these minor quantities that are put under the price- 
support program, and why they do it I do not know, except that they 
are probably figuring they can get a higher price sometime later on. 
The very fact they are doing it has something to do with the high 
price prevailing. 

The CuarrMan. Take, for example, the 4,000 bales of cotton. Do 
you not suppose that the people who put that into a loan hope that it 
goes to 50 cents a pound? 

Mr. Geisster. I do not know why they would speculate on that. 
There is a ceiling on cotton. 

Mr. Asernetuy. There is now. I raised the subject just now 
with the chairman in an off-the-record conversation which did not 
appear on the record. He made mention of the fact that I mentioned 
it to him. I did not have in mind butter, cotton, or any certain 
commodity. It really does not make good sense to me, if I may say 
that, that a commodity could be sold in the market at parity, or above, 
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should be handled by the Government in a speculative fashion, 
whether it be cotton, butter, wheat, or anything else. 

I realize that the quantity which the Commodity Credit Corpora- 
tion would handle in, cases of that kind would be very small. It is 
only natural that most farmers will take their products into the 
market and sell them if the market is at parity or above and the 
support price is only 90 percent. The chances are 99 out of 100 that 
he would sell. But evidently there are instances where the commodity 
is placed into loan when it would bring much more in the market 
place, and could bring as much as or more than parity. 

Now, the objective of the support-price program, as I understand 
it, is to endeavor, if possible, to bring the farmer parity. 

Mr. Getsster. That is right. 

Mr. ABERNETHY. That is the theory of it. 

Mr. Getsster. That is correct. 

Mr. AserNnetay. Now, if the market at the time the commodity 
is ready to sell is parity, or better, then why should the Government 
finance a speculative operation? That may be a question for us to 
answer. It is something under the present law that you have to do, 
I realize that. 

Mr. GetssLer. Except in rare instances—and I think cotton is the 
one exception in this case—this little dab that we have—that com- 
modity goes under loan or under the price-support program, not 
above parity, but between the level of support and parity, between 
that 90 and 100 that you talked about a moment ago. The market 
probably offers them 92 or 93 percent of parity. He wants to use 
the mechanics of the program to get the 100 percent. 

Mr. Asernetnuy. I think that he ought to use it, but if he can get 
101 percent or more, I just question whether or not the price-support 
program ought to be resorted to in such instances. It is to the farmers 
interest for us to keep the program above criticism as much as possible. 
That could be a very severe criticism of the program if this particular 
type of operation were practiced to any greai extent. I realize that 
it is not practiced to any great extent, but suppose that producers 
of wheat, cotton, butter, or any other commodity should decide to 
put all of their crops into loans, even though the market is above 
parity. It might result in a complete overthrow of our support 
program. 

Mr. Getsster. I can only point out that in our operations, back 
over all the price support years, it just has not worked that way. 

Mr. Asernetay. In the end, the man who would lose if that would 
happen would be the farmer because the wrath of the people would 
come down on this program and the farmer might lose it. 

Mr. Getssuter. I think that the farmer is taking quite a chance 
himself when prices are above parity. His floor is at 90 percent of 
parity. 

Mr. Asernetuy. He is. 

Mr. Getssier. He stands a good chance, instead of getting the 
high price, a price at least not any higher than the support level. 

Mr. Aperneruy. I understand he is taking a chance and for that 
reason very few of them put their commodities in the loan when they 
are bringing parity or better. Of course that is true. 

Mr. Getssuer. I think the effect of taking these commodities off 
the market in the flush season and throwing them back on the market 
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to stabilize prices in time of scarcity has a much more significant 
effect upon the consumer of those commodities than that small effect 
that comes from the kind of thing you are talking about right now. 

Mr. Asrernetuy. While we probably have emphasized something 
that is not too serious because it is not practiced very much, there is 
very little of it. It just occurs to me that if someone wanted to 
criticise the program they could take that as a weapon and use it 
rather effectively. 

Mr. Hope. Mr. Geissler, as far as you are concerned, Congress 
has directed you by law to hold the price of cotton, wheat, or any of 
the mandatory commodities, and that means that you have to make 
an announcement at the beginning of the crop year that you will 
support the price of that commodity at a certain level. Now, that 


means that you have to make an offer, that is, an offer from you to 
make a loan. 


Mr. Getssuer. That is correct. 

Mr. Hope. At that rate, you cannot very well say to the farmer, 
who in response to that offer comes in and submits to you a certain 
quantity of that commodity on which he wants a loan, that you can- 
not have a loan because it happens today that the market price is 
higher than the loan value, can you.? 

Mr. Getsster. I think that is right. 

Mr. Horr. The farmers would lose confidence in the program im- 
mediately, would they not, if you undertook anything of that kind? 

Mr. Getssier. I am sure that you are right, and I think that is 
particularly significant at this time because the announcement of the 
support prices furnishes a tremendous incentive to production. A lot 
of this production we could not get if the people do not know at 
planting time the prices are going to be supported. 

The CHarrMAN. You said a moment ago that you were buying 
some butter and cheese. 

Mr. Getssuter. Right. 

The CuarrMAN. What is the prevailing price of butter and cheese 
as related to the support price? 

Mr. Getssuer. All the butter we have bought has been bought at 
the support level. 

The CHarrMAN. Why would anyone sell it at the support level? 

Mr. Getssuer. I think your general market level is at the support 
level in the periods that we bought. You could sometimes get some 
butter maybe out of position somewhat in that particular area, and 
the price that they can obtain would not be up to the support level. 

The Cuarrman. In other words, it would be sort of like the time 
we had eggs selling at a high price on the east coast and a low price 
on the west coast? 

Mr. Geisster. Yes. You sometimes have some market disloca- 
tions that bring about a deal like that. 

Mr. Lovre. I notice by your statement that as of April 23 the 
Commodity Credit Corporation had invested approximately $1,- 
500,000,000 in commodities. 

Mr. GeissLer. That is correct. 

Mr. Lovre. My question is this: How much of that amount repre- 
sents purchases at a time when the market was at parity, or above? 

Mr. Geissuer. As far as purchases are concerned, I do not think 
any of that would be involved, because I cannot conceive of an indi- 
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vidual selling us a commodity at the support level, which in all cases 
is not above 90 percent, when he could go into the market place and 
get parity. On a purchase program, he does not have an opportunity 
to make anything out of what prices might do in the future. That is 
our inventory after that, and whatever profits accrue from it are the 
profits of the Commodity Credit Corporation. 

Mr. Lovre. Or at a time when the loan was made, let us put it 
that way. 

Mr. Getsster. In the case of a loan, I think it is possible that in 
some cases the market price, sometimes during that period, might 
have been above the support level. I think that you will find very 
seldom a loan is made if the price is up to the parity level. 

Mr. McMutuan. Do you find it necessary to purchase any rice? 

Mr. Kruse. No; we have not. 

Mr. Betcuer. My question is: If a majority of these commodities 
are selling now above the support price, and we have $1,500,000,000 
invested #n them, I am wondering if it would not be just good business 
to try to get out from under some of that load. 

Mr. Krusr. Yes. There are some stipulations set forth in the 
Agricultural Act which are to the effect that we cannot sell back these 
basic commodities into the domestic market at less than 105 percent 
of the current support price, plus reasonable carrying charges. That 
was put in m the wisdom of Congress, I understand, to prevent the 
Commodity Credit Corporation from disposing of any stock that it 
might have, to ruin the market, so to speak, or to throw the market 
into a chaotic condition so that prices would fluctuate too much. 

Mr. Betcu_er. I do not offer that as a criticism of the Department, 
but I am just wondering, from the standpoint of legislation, if it is 
not the theory of the support program that we buy when prices are 
low to build up the market and get rid of the surpluses when it is 
high; and, if we do not get rid of the surpluses when they are above 
parity, we will have an additional load to carry when prices get below 

arity. 

" Mr. Kruse. We do publish each month, on the 1st of the month, 
a list of the commodities that are owned by the Corporation that are 
available, and the price at which they are available to the domestic 
trade. Also, we publish on an export list those that are available for 
export. So, it is well known to the trade as to what these commodities 
could be obtained for from the Commodity Credit Corporation and 
if the market price is too high above that level. 

Mr. GeissLer. I think that it is safe to say, Mr. Belcher, that none 
of these commodities have moved above that level in price, or else 
we would not have them, because when they can buy them from us 
they will buy them, you see, and that would be at some level between 
the support and parity. 

Mr. Kruse. If the committee would be interested in having in the 
record the statement of the availability of these commodities and the 
prices at which they sell, I have them here and will be glad to have 
them included in the record. 

The Cuarrman. They may be inserted. 
(The information referred to is as follows:) 
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Unitep States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, April 2, 1951. 


CCC Commopritries AVAILABLE FOR Domestic SALE Durtnc APRIL 


The approximate quantities and domestic prices of various commodity holdings 
of the Commodity Credit Corporation that will be available to buyers during 
April 1951 were announced today by the United States Department of Agricul- 
ture. The following commodities will be available for domestic sale during the 
month: Dried whole eggs, raw linseed oil, dry edible beans, Austrian winter pea 
seed, blue lupine seed, Kobe lespedeza seed, weeping lovegrass seed, common 
ryegrass seed, common and Willamette vetch seed, wheat, oats, barley, and corn. 

Nonfat dry milk solids, which were available for sale on the March domestic 
sales list, have been dropped from the April list. 

The monthly listing of commodities acquired under CCC’s price-support pro- 
grams which are available for sale to domestic buyers is designed to aid interested 
buyers—and producers as well—in their normal commercial operations, by pro- 
viding actual dollars-and-cents priees at which the CCC will make available 
announced quantities of its holdings. 

The April list, like those issued previously, in general is based upon the minimum 
levels prescribed by the Agricultural Act of 1949, which requires that the Corpora- 
tion shall not sell any basic agricultural commodity or storable nonbasic com- 
modity at less than 5 percent above the current support price for such commodity 
plus reasonable carrying charges. 

During the period January 1 through March 23, 1951, sales from the ‘‘domestic 
list”’ totaled $47,595,406, covering the following commodities: 
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1 Deliveries on sales made in 1950. 


The commodities on the April list, the quantities for sale, and the domestic 
sales price at specified locations, are given below. The CCC will entertain offers 
from prospective buyers for the purchase of any commodity on current list. 
a by the CCC will be subject to terms and conditions prescribed 

y CCC. 

Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Produc- 
tion and Marketing Administration, United States Department of Agriculture, 
Washington 25, D. C., with regard to all commodities. 


April domestic price list 





Commodity and approxi- 
mate quantity available 
{subject to prior sale) | 





Domestic sales price 
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Dried whole eggs, 1950 pack | $1.03 per pound “‘in store’’ at location of stock in Illinois, Indiana, Iowa, 
(packed in barrels and Michigan, Ohio, Oklahoma, Texas, Kansas, Missouri, Nebraska, Minne- 
drums), in carload lots | sota, Wisconsin, Pennsylvania, Massachusetts, New York, and Dela- 
only, 1,000,000 pounds.! | ware. (‘In store’ means in storage at warehouse, but with any prepaid 

| storage and out-handling charges for the benefit of the buyer.) 

Linseed oil, raw, 214,400,000 | Market price on date of sale. 
pounds. | 





! These same lots are available at export sales prices announced today. 
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Commodity and approxi- | 
mate quantity available | 
(subject to prior sale) 





Dry edible beans 


Pinto, bagged, 1,700,000 hun- 
dredweight. 


Pea, bagged, 945,000 hundred- 
weight. 

Red kidney, bagged, 455,000 
hundredweight. 

Great northern, bagged, 
1,925,000 hundredweight. 


Baby lima, bagged, 700,000 
hundredweight. 
Cranberry beans, bagged, 


80,000 hundredweight. 
Austrian winter pea seéd, 
bagged, 2,200,000 hundred- 
weight.! 
Blue lupine seed, bagged, 
989,000 hundredweight. 
Kobe iespedeza seed, bagged 
3,500 hundredweight. 


Weeping lovegrass seed, 
bagged, 1,300 hundred- 
weight 

Common ryegrass seed, 
bagged, 3,090 hundred- 
weight. 

Common and Willamette 


vetch seed, bagged, 298,000 
hundredweight. 
Wheat, bulk, 5 million bushel 


Oats, bulk, 10,100,000 bushels-- 


Barley, bulk,19,852,000 bushels 


Corn, bulk, 50 million bushels 











| 
| 
| 
| 


Domestic sales price 


On all beans, for areas cther than those shown below, adjust prices upward 
or downward by an amount equal to the price support program differ- 
ential between areas. Where no price differe :tial occurs, the price listed 
will apply. 

For other grades of all beans, adjust by market differentials. 

Prices listed below, on all beans, are at point of production. 
any paid-in freight to be added. 

No. | grade, 1948 ! and 1949 crops: $8.10 per 100 pounds, basis f. o. b. Denver 
rate area and California area; $7.70 per 100 pounds, basis f. o. b. Idaho 
area. 

No. 1 grade, 1948! and 1949 crops: 
Michigan area. 

No. 1 grade, 1948 and 1949 crops: 
York area. 

No. 1 grade, 1948 ' and 1949 crops: $7.15 per 100 pounds, basis f. 0. b. Twin 
Falls, Idaho area; $7.55 per 100 pounds, basis f. 0. b. Morrill, Nebr., area. 

No. 1 grade, 1948! and 1949 crops: $7.95 per 100 pounds, basis f. 0. b. 
California area. 

No. | grade, 1949 crops: $8.60 per 100 pounds, basis f. 0. b. Cal fornia and 
Michigan areas. 

$5.26 per 100 pounds, 
freight to be added. 


Amount of 


$7.85 per 100 pounds, basis f. o. b. 


$9.30 per 100 pounds, basis f. o. b. New 


f. o. b. point of production; amount of any paid-in 


$5.26 per 100 pounds, f. 0. b. point of production; amount of any paid-in 
freight to be added. 
$13.49 per 100 pounds, f. o. b. point of production; amount of any paid-in 
ey t to be added. 
od ey 100 pounds, f. o. b. point of production; amount of any paid-in 
ig? t to be added. 


$8 per 100 pounds, f. 0. b. point of produetion; amount of any paid-in freight 
to be added. 


$7.20 per 100 pounds, f. 0, b. point of production; amount of any paid-in 
freight to be added. 


This wheat is available only when premium wheat is required or where 
emergency situations exist. Basis in store, the market price but in no 
event jess than the appiicable 1950 loan rate for the class, grade, quality, 
and location, plus (1) 32 cents per bushel if received by: truck, or (2) 27 
cents per bushel if received by rail or barge. Examples of minimum 
prices, per bushel: Kansas City, No. 1 HW, ex rail or barge, $2.53; 
Minneapolis, No. 1 DNS, ex rail or barge, $2.54; Chicago, No. 1 RW, 
ex rail or barge, $2.58 
Nore.— No wheat will be for sale in the Portland, Oreg., area until further 

notice. 

At points of production, basis in store, the market price but not less than 
the applicable 1950 county loan rate plus 16 cents per bushel; at other 
points, the foregoing plus average paid-in freight. Examples of minimum 
prices, per bushel: Chicago, No. 3 or better, 99 cents; Minneapolis, 
No. 3 or better, 95 cents, 

Basis in store, the market price but in no event less than the applicable 1950 
loan rate for the class, grade, quality, and location, plus (1) 23 cents per 
bushel if received by truck, or (2) 19 cents per bushel if received by rail 
or barge. Examples of minimum prices per bushel: Minneapolis, No. 1 
barley, ex rail or barge, $1.51; San Francisco, No. 1 Western barley, ex 
rail or barge, $1.58. 

1950 commercial corn-producing area: At points of production, basis in 
store, the market price but not less than the applicable 1950 county loan 
rate for No. 3 yellow, plus 21 cents per bushel, with market differentials 
for other grades, quality, and classes. 

At other delivery points (1) the foregoing, plus average paid- in freight, or 
(2) basis the following fixed minimum terminal prices, with market dif- 
ferentials for grade, quality, and class, and freight differentials for location. 

Fixed minimum prices, per bushel: C hicago, No. 3 yellow, $1.83; St. Louis, 
No. 3 yellow, $1.83; Minneapolis, No. 3 yellow, $1. 76; Omaha, No.3 yellow, 
$1.75; Kansas C ity, No. 3 yellow, $1.79; market differentials for other 
grades, quality, and classes. 

1950 noncommercial corn-producing area: At points of production, or 
originating in a noncommercial county, basis in store, the market price 
but not less than 133 percent of the applicable 1950 county loan rate for 
No. 3, plus 21 cents per bushel; at other points, the foregoing plus average 
paid- -in freight. If originating in a commercial country, the county loan 
rate for No. 3 plus 21 cents, plus average paid-in freight. Example of 
minimum price, per bushel: 1950 county loan rate for Brown County, 
Ind., $1.10 per bushel, No. 3 corn, 133 percent of $1.10 plus 21 cents equals 
$1. 68 per bushel, the minimum sales price. 





1 These same lots also are available at export sales prices announced today. 
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UNITED States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, April 2, 1951. 


CCC Announces Apri, Export SALEs Prices ror SurPLUs COMMODITIES 


The prices at which approximate quantities of the Commodity Credit Corpo- 
ration’s commodity holdings will be available to commercial exporters for export 
sale during the month of April 1951 were announced today by the United States 
Department of Agriculture. The following commodities will be available during 
the month: Dried whole eggs, dry edible beans, Austrian winter pea seed, and fresh 
Irish potatoes. 

Nonfat dry milk solids, which were available for sale on the March export 
sales list, have been dropped from the April list. 

The list, which varies from month to month as additional commodities become 
available, or commodities formerly available are dropped, is designed to aid in 
moving CCC’s excess inventories into export through regular commercial chan- 
nels. By knowing in advance the commodities and quantities that are available, 
private exporters are in a position to develop export sales before the commodities 
are actually purchased from CCC. 

During the period January 1 through March 23, 1951, sales from the ‘‘export 
list”’ totaled $16,269,026, covering the following commodities: 














Commodity Quantity Dollar value 
I a ae ns milly Sas NON RS 1,457,389 pounds___.__- $398, 922 
NE A I 0 cn cccingnd aaeiinitinideinte spade Jb abipseoanilghatl 5,245,862 pounds__..__- 458, 346 
ic nicintiwcdeaedenhiond man unica nuenasusinnb damn gaia 1,994,480 pounds... ___ 279, 227 
ie mhiemsnnnbaciawiehabeute 76, 875 hundredweight- 406, 515 
a ase Seen nad bias ..| 5,774,130 bushels ______- 14, 390, 975 
I nc tanbichnigibhnknennenesnaniensane wenn pig 168,400 hundredweight. 95, 015 
TI ari prneaccentaiptinnntipitbtntekbocnncndanbedétadawasihsadsbl DENTE EE Ish eias 240, 026 





The April list of commodities, the approximate quantities for sale, the points 
where available, and the export sales prices, are given below. Sales are restricted 
to buyers not using ECA dollars or other funds of the United States Government, 
but commodities for which the sales prices are ‘‘not less than’”’ the domestic 
market price on the date of sale may be resold to buyers using such funds. 

The CCC will entertain offers from prospective buyers for the purchase of 
any commodity on the current list. Offers accepted by CCC will be subject to 
the terms and conditions prescribed by the Corporation. These terms include 
payments by cash or irrevocable letter of credit before delivery of the commodity, 
and the conditions require removal of the commodity from CCC storage within a 
reasonable period of time and proof of exportation. 

Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Produc- 
tion and Marketing Administration, USDA, Washington 25, D. C., with respect 
to all commodities. 
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April export price list 





Commodity and approxi- 
mate quantity available 
(subject to prior sale) 


Export sales price 
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Dried whole eggs; 1950 pack 
(packed in barrels and 
drums) in carload lots only. 
10 million pounds. 


Dry edible beans 
Pinto, bagged: 930,000 
hundredweight.! 
Pea, bagged: 245,000 hun- 
dredweight.! 
Great Northern, bagged: 
715,000 hundredweight.! 


Baby lima, bagged: 
230,000 hundredweight.! 


Austrian winter pea seed, 
bagged 2,206,000 hundred- 
weight.! 

Fresh Irish potatoes, packed 
in usual] 100-pound burlap 
sacks, in carload or truck- 
load lots only. Substantial 
quantities as available in 
Aroostook County, Maine. 


Fresh Irish potatoes, for proc- 
essing into potato food 
products forexport. Quan- 
tities as available in the late 
potato-producing States. 








(1) 60 cents per pound f. a. s. vessel any United States Gulf or east coast 
pss: or (2) 60 cents per pound “‘ in store’”’ at location of stock, less freight 
ased on the average gross shipping weight calculated at the lowest ex- 
port freight rate. (‘‘In store’’ means in storage at warehouse, but with 
any prepaid storage and outhandling charges for the benefit of the buyer.) 
No. 1 grade, 1948 crop, f. a. s. vessel at locations shown below: 

$5.90 per 100 pounds, San Francisco and Portland, Oreg.; $6 per 100 

pounds, United States Gulf ports.? 

$6.56 per 100 pounds, east coast ports. 


$6.50 per 100 pounds, Portland, Oreg. (26,000 hundredweight only 
stored at The Dalles, Oreg.); $6.60 per 100 pounds, United States 
Gulf ports.? 

$5 per 106 pounds, San Francisco. 


At CCC’s option, 1949 crop beans may be furnished in place of 1948 beans 
in instances where stocks of 1948 beans of the type and grade desired are 
exhausted. 

Market price on date of sale at place of delivery, provided delivery takes 
place within 15 days unless otherwise agreed upon. 


U. 8. No. 1 Grade when loaded at CCC’s point of purchase—60 cents per 
sack, f. 0. b. cars at country shipping point, for export to areas other than 
United States possessions, Canada, Cuba, Mexico, or the Caribbean 
area. Consideration will be given to offers to purchase potatoes packed 
in crates at above price, plus additional costs to CCC. Consideration 
also will be given to purchases of certified seed potatoes packed in usual 
ae burlap sacks or crates at the above price, plus additional costs 
to CCC. Communicate with the Director, PMA Commodity Office, 
139 Centre Street, New York 13, N. Y. Telephone Rector 2-3100. 

Basis 1 cent per hundredweight bulk ungraded at farm, plus reimbursement 
for approved marketing services required to be performed. 





1 These same lots also are available at domestic sales prices announced today. 
2? NotE.— United States Gulf ports means ports with freight rates not greater than to New Orleans. Any 
excess freight will be for account of the buyer. 
Discounts for grades on all beans: 
No. 2, 25 cents less than No. 1. 
No. 3, 50 cents less than No. 1. 
Purchasers of beans for export to Canada must provide proof of re-export from Canada and the beans 
must not be re-exported to the United States. 
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Commodity inventories estimated as of Apr. 23, 1951 






























: Estimated | Approximate 
Branch and commodity quantity unit cost sont 
Cotton: Thousands 
1949 cotton, American-Egyptian.-_................. bales_.- 623 $260. 00 $162 
1948 cotton, upland_._________- cee 9, 203 180. 00 1, 657 
1949 cotton, upland. ___..._._...- 78, 441 180. 00 14, 119 
Cotton linters—second_--_.._._. 2, 500 42. 00 1 
Dairy: 
SN. th Sapcindhdbsiadeticncssedvuntibs l wiaihol 250, 000 . 64 160 
RR atdss wa nsdivellidadibintulsbadeontadéeiasobdd do_ 58, 000 . 375 20 
PN intin ncn ctinsiamioseiannateiben natant do_- 22, 800, 000 13 2, 964 
Fats and oils: 
Lin: a ait talk alienate sii simieneion eeticel do_- 513, 405, 000 286 146, 834 
Peanuts, farmers stock. .........................--- do... 2, 766, 000 103 
T REESE Oe CRE Se ERT a eC os do... 1 1, 568, 000 245 384 
Fruit and vegetable: Honey_............---....-....... | Ree 605, 000 . 0985 60 
rain: 
TERE Sa AP De RSS eat Bee! bushels..| 22, 499, 000 1. 53 34, 423 
meee Gtr OGM... .. . 5.0 console hundredweight_ 5, 748, 000 8. 24 47, 364 
SRILA TASTY iat ED Wine Sean eee we DS . bushels 415, 570, 000 1. 53 635, 822 
itn wea oprah ne echiaingieeaiesiaea ede as 2, 384, 000 4.12 9, 822 
IN ooo ck ele eee hundred weight. 8; 745, 000 2.77 , 224 
SR SDE Ee Pree: PETE ae oat mE 9, 976, 000 . 98 9, 776 
SS ES ae Oa: hundredweight_. 3, 000 4.08 12 
8 SSR RA eee BS do __. 257, 000 9. 62 2,472 
Seeds, hay and pasture._.............-...-...... pounds 486, 000 . 2333 113 
Seeds, winter cover crop.......................... -do____| 384, 166, 000 . 04973 19, 104 
WMI. cose Nc thah dnt wiedaletl wintpidnab maibohe bushels__| 171, 525, 000 2. 42 415, 091 
Livestock: 
Mexican canned beef. __- 1 6, 742, 000 . 19643 1, 324 
Wool (experimental) - __- 9, 000 . 50 
Poultry: Eggs, dried, 1950 40, 001, 000 1.00 40, 001 
Tobacco: 
SE Bihan hak nd he ebacubiwaecnuccaceideubel do___.| 2 14,481,000 0823 1, 192 
ER PER see ee Ll dbstelcn poduiddumevbedat do____} ? 141, 206,000 0692 9, 778 
SR on ccc inctcnanennahocnnda ae. gallons _- 1 500, 000 . 4392 220 
a ees. pounds__ 2, 263, 000 . 2906 658 
a a | 1, 418, 151 





1 Withdrawn from sale. 
2 Of these quantities 103,400,000 pounds withdrawn from sale. 


Note.—This report reflects operating data takes from various sources and is, in part, based on pre- 


liminary estimates. The official inventory of the Corporation, as taken from its accounting records, is that 
contained in the monthly report of financial condition and operations. 


Mr. Betcuer. As I understand it, as far as the Department is 
concerned, they will dispose of these as readily as it is possible under 
the present law? 

Mr. Krussz. That is right. 

The CuHarrMan. It appears from what you and your associates 
have said about the matter we have questioned you about—the 
advisability of continuing the program on a commodity above parity 
basis—that you would probably find yourselves having the program 
on today and off tomorrow, and when the prevailing price got near 
the support price the farmer could not tell whether it was on or off? 

Mr. Getssier. That is right. Also, having announced the program 
prior to planting time, we would have to carry through with it because 
we did not say that we would offer it only under certain conditions. 

The CHarrMan. Even in the present situation you say that the 
quantity of commodities acquired under such circumstances would be 
almost negligible, as the 4,000 bales of cotton to the entire cotton crop 
indicate? 

Mr. Getsster. That is right. That is a good illustration. Here are 
4,000 bales compared to what normally might be 5 million, 6 million or 
7 million bales, which shows you how insignificant that sort of thing is. 

Mr. OstertaG. Perhaps this is an absurd question, but right now 
we are faced with the problem of trying to resolve the difference be- 
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tween the cost of production and the right price for parity, or support 
prices for the farmers, and a ceoanadite price to the consumer. In 
other words, in the light of the cost of living, inflation, and all that sort 
of thing, could the Commodity Credit Corporation program, on this 
whole question of surplus and reserve, be handled in any way which 
would provide a reasonable flow of consumer goods to stabilize, or at 
least hold prices down to the consumers, recognizing that we want to 
give the farmers a fair return on their investments? 

Mr. Geisster. That is exactly the way the program operates. 
Last year we acquired tremendous stocks of butter, eggs, milk, and 
many Other items at a time when the price was at a level unfair to the 
farmer. Then last fall and winter when the prices to the consumers 
started rising above that level, above the level of parity—and would 
have gone probably much higher—why, those commodities were fed 
back into the ar you see, and it had a tremendous stabilizing 
effect. I think that is the angle that we too often overlook—that at 
a time when prices are unfair to the farmer we acquire some of the 
commodities and it is certainly of benefit to the consumer when they 
are fed back into the market and thus stabilize the prices that are at 
a reasonable level. 

Mr. Surron. Mr. Geissler, your testimony this morning is to the 
effect that on all your loans, the Commodity Credit Corporation will 
not lose money on whatever it has in the program? 

Mr. Gersster. That is right. 

Mr. Surron. In spite of what Mr. Ball or anyone else puts into 
the paper, the price-support program functions to the best interest 
of the farmer and the taxpayers of the country. 

Mr. Geissuer. I think, also, it is doing a world of good to the 
consumer by stabilizing prices, from the standpoint of the operations 
as I have described them, and from the standpoint of an incentive to 
production, which gets more goods onto the market. 

Mr. Surron. We are not losing the money that he has been pub- 
lishing in the paper? 

Mr. Getssuer. No. 

Mr. Gatuines. Mr. Geissler, you just settled with the farmer for 
the 1948 pool cotton recently, did you not? 

Mr. Getssuer. Yes. 

Mr. Gartaineos. I would like to know how much the Commodity 
Credit Corporation had in that cotton? 

Mr. GetssuEr. I think that we have some figures on that. 

Mr. Garuines. It would be a very good example, to follow up what 
Mr. Sutton has brought out, to show in the record at this point just 
how much the Commodity Credit Corporation had in the cotton and 
how much it paid to the farmer. 

Mr. Getssuer. That is right. 

Mr. Garutnes. Do you have that information? 

The CuarrMan. On the pool cotton, the Commodity Credit Corpora- 
tion does not make any profit, does it? 

Mr. GetssLer. We get all of our money out of it, plus adminis- 
trative costs. 

The Cuarrman. You do not lose anything? 
Mr. Getsster. Not a dime. 
The Cuarrman. The farmer gets the profit? 
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Mr. Getsster. I have the figures right now. Mr. Beach will read 
them to you. 

Mr. Beacn. We had a total investment in that cotton at the time 
it was sold of $634,000,000. It was sold for $732,000,000. 

Mr. Gaturnes. How much profit has the Commodity Credit Cor- 
poration made on cotton since its existence? 

Mr. Beacu. It has made $237,000,000. 

The CHarrRMAN. $237,000,000? 

Mr. Beacu. That is the amount that has not been distributed to 
the producers. 

The CuarrMAn. The amount the Government has actually made 
on the cotton program? 

Mr. Beacu. Yes. In addition, of course, there were distribu- 
tions to producers in pools prior to the 1948 pool. 

The CuarrmMan. The distribution in the last pool was what? 

Mr. Kruse. $67,000,000 roughly. 

The CHarrMANn. The farmers made that on the pool on the last 
crop? 

Mr. Kruse. On the ’48 crop. 

The CuatrMan. Now, I would like to ask you this, Mr. Geissler. 
Yesterday you said something about the possible need for further 
credit. I am under the impression that we have provided credit 
facilities which should meet the needs of the farmers in their land 
operations, and for their crops. We have the PCA and Federal land 
banks, and we have the Farmers Home Administration. Just what 
other credit facilities do you have in mind? 

Mr. GetssLErR. The area in which we need additional credit facili- 
ties, or at least additional credit money, is the group of producers who 
would not qualify under the rules of eligibility of production credit 
associations, or Federal land banks, and probably could not get money 
— private banks. It is for credit involving a somewhat higher 
risk. 

The CHarrRMAN. You do not mean to suggest the creation of another 
agency? 

Mr. GetssLer. No. 

The CHarrMAN. You mean that the agencies now in existence need 
some additional funds? 

Mr. Geitsster. If the Farmers Home Administration, for example, 
could have additional funds to lend for production purposes of com- 
modities that are vitally needed, commodities for which we are asking 
tremendous increases in production, it would materially help the 
production effort. Something in the nature of a disaster loan, but 
not a disaster loan—a production loan but handled the same way. 

The CuHarrman. A higher risk, such as we had in the emergency 
crop and seed loans? 

Mr. Getssuter. To illustrate what I am getting at, I can do it with 
two situations: In the Southwest about 8 million acres of wheat have 
gone out, as Mr. Hope knows. Those people can still plant cotton on 
some of that area, and they can plant grain sorghums for feed on a lot 
of that area. Many of those people lost their wheat crop last year. 
They lost it again this year. Now they can produce feed we need 
very critically in our total food production. 

I suspect there are quite a few of those people out there that will not 
have enough money and will not be able to borrow the money to buy 
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the seed and pay the additional expenses that they must incur in 
order to put that seed crop in. 

The Cuarrman. I might say that it is the purpose of this committee 
to have other agencies of the Department of Agriculture here, and we 
will have the Administrator of the Farmers Home Administration. 

Mr. Getsster. I merely raised the problem here because it does 
affect production, and it is one of our problems. I do not raise it for 
any other purpose, and I do not want to set up a loan program in the 
PMA. I think that it properly belongs in the Farmers Home Admin- 
istration. 


Mr. ALBERT. Are we going into the question of the parity proposal 
with Mr. Geissler? 

The CHarrMAN. I am sure we will at a future date. 

Now, Mr. Geissler, we urge you again, and your associates, to pre- 
pare the information that has been requested as soon as you can so 
that we will have an over-all picture of the current situation and a 
picture of the over-all operation. 

Mr. GetssterR. We will do that. 

The CHarrMAN. The committee will now stand adjourned. 

(Whereupon, at 11:30 a. m., the committee adjourned.) 

(The general statement requested is as follows:) 


This statement provides a brief summary of the purposes and description 
operations of the Commodity Credit Corporation, through which the major 
price-support activities of the United States Department of Agriculture are 
carried out. 

CREATION 


The Commodity Credit Corporation, a wholly owned Government corporation, 
was originally chartered in 1933 as a Delaware corporation. From October 17, 
1933, to July 1, 1939, the Corporation operated as a subsidiary of the Reconstruc- 
tion Finance Corporation. n July 1, 1939, the Corporation was transferred to 
the Department of Agriculture. It functioned under the Delaware charter until 
June 30, 1948, when it was incorporated as a Federal corporation within the 
Department of Agriculture by the Commodity Credit Corporation Charter Act, 
approved June 29, 1948 (62 Stat. 1070). The Delaware corporation was legally 
dissolved September 15, 1948. 


PURPOSES AND AUTHORITY 


The Commodity Credit Corporation was created for the purpose of stabilizing, 
supporting, and protecting farm income and prices, assisting in the maintenance 
of balanced and adequate supplies of agricultural commodities, products thereof, 
foods, feeds, and fibers and facilitating the orderly distribution of agricultural 
commodities. 

Various powers were granted to the Corporation by the charter act, but the 
Corporation was authorized to use these powers to— 

(a) Support the prices of agricultural commodities, through loans, purchases, 
payments, and other operations. 

(6) Make available materials and facilities required in connection with the pro- 
duction and marketing of agricultural commodities. 

(c) Procure agricultural commodities for sale to other Government agencies, 
foreign governments, and domestic, foreign, or international relief or rehabilita- 
tion agencies, and to meet domestic requirements. 

(d) Remove and dispose of or aid in the removal or disposition of surplus agri- 
cultural commodities. 

(e) Increase the domestic consumption of agricultural commodities by expand- 
ing or aiding in the expansion of domestic markets or by developing or aiding in 
the development of new and additional markets, marketing facilities, and uses for 
such commodities. 

(f) Export or cause to be exported, or aid in the development of foreign mar- 
kets for, agricultural commodities. 
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(g) Acquire real properiy to provide necessary scorage facilities for its pro- 
grams when privately owned storage facilities are determined by the Corpora- 
tion to be inadequate or when necessary to protect the financial interests of the 


Corporation. 

(h To encourage the storage of grain on farms, where it can be stored at the 
lowest cost, the Corporation shall make loans to grain growers needing storage 
facilities to finance the construction or purchase of suitable storage. 

(i) To accept, upon terms and conditions prescribed or approved by the Secre- 
tary of Agriculture, strategic and critical materials produced abroad in exchange 
for agricultural commodities acquired by it. } 

(j) Carry out such other operations as the Congress may specifically authorize 
or provide for. 


PROGRAMS 


The Corporation’s activities are classified under the following six general pro- 
grams and are so described in its budget submitted to the Congress: 
1. Price-support program. 
2. SSupply program. 
3. Foreign purchase program. 
4. Commodity export program. 
5. Storage facilities program. 
6. Loans to Secretary of Agriculture for conservation purposes. 


PRICE-SUPPORT PROGRAM 


Price support is made available to farmers through loans, purchase agreements, 
and direct purchases. 

Through loans, farmers are permitted to secure financing by pledging commod- 
ities as collateral during the harvest season or later during the marketing year. 
Since the pledged commodities may be redeemed at any time during the marketing 
year, these loans permit farmers to secure maximum prices for their products and 
at the same time facilitate the orderly marketing of such products. 

Purchase agreements make it possible for producers to secure price support 
without the necessity of taking out a loan. These agreements provide that the 
Corporation will purchase such quantities of eligible commodities as the producer 
elects to deliver. The agreements generally are available during the same period 
as loans and the producer must declare his intention to deliver under the purchase 
agreement within the 30-day period preceding the loan maturity date. 

Direct price-support purchases of commodities are made when the character 
of the commodity amet as perishability) or the lack of adequate storage facilities 
do not make feasible price supports through loans or purchase agreements. 


Price support and high prices 


The effect of price support on the current high level of food prices to consumers 
is frequently misrepresented and misunderstood. Prices of very few foods are 
being directly supported. At present, the only food commodities being supported 
are dairy products, honey, wheat, dry edible beans, and rice. With the exception 
of honey, all of these foods are selling at the farm at the support level or above. 
The price-support program directly affects prices of foods which have only a 
weight of 7 percent in the over-all cost-of-living index and only 20 percent in the 
retail cost-of-living index. 

Even more important, is the fact that when the agricultural products under 
price support are converted into processed foods, the farmer’s share in the retail 
price of such foods is so small that changes in farm prices usually do not result 
in noticeable changes in retail prices. For example, the farmer gets 2.6 cents for 
wheat contained in a 16-cent loaf of bread. The retail price of bread increased 
1.9 cents a loaf since June. If this increase was due entirely to the cost of wheat 
at the farm level, the farmers would be receiving $1.25 more per bushel. Actually, 
January farm prices were only 19 cents per bushel over June prices. Similarly, 
if, at December 1950 prices, the farmer gave away his milk which was priced at 
22 to 23 cents a quart retail, the housewife would still have paid 11.5 cents; 
a $50 suit would have cost a man $40.50; a can of pork and beans priced at 16 
cents would still have cost 14 cents; and a package of cigarettes priced at 20 
cents would still cost the smoker 17 cents. 

The most important items in the consumers’ food budget are not under price 
support. Commodities such as meat, fish, poultry, eggs, fruits and vegetables, 
coffee, tea, bananas, cocoa, spices, and other imported foods do not have price 
support. Yet these foods represent the major portion of the consumers’ food 
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budget. Meat represents 26 percent of retail food costs, poultry and eggs, 8 
percent, and fruits and vegetables, 20 percent. 


Price support and production 


Current high prices of foods are not caused by price support activities but by 
high demand and limited supplies. Consumers have the highest purchasing 
power in the history of the country and consequently are demanding and are 
willing and able to pay for more of the higher cost foods like meat, poultry, eggs, 
milk, and cream. The per capita consumption of these foods is substantially 
above prewar levels, while consumption of cheaper foods like wheat, potatoes, 
and sugar is below prewar levels. The remedy for high food prices is greater 
production. The price-support program will aid in securing this production by 
assuring farmers a market and fair prices for what they produce. Increased 
production of feed grains will aid greatly in increasing the supplies of meat, dairy 
products, and poultry products and thereby reducing prices to consumers. 

Accordingly, the Government. has. again requested farmers to produce at 
extremely high levels. For example, the 1951 production guides requested that 
28,400,000 acres of upland cotton be planted, whereas the 1950 crop acreage 
amounts to 18,51,000. The production guides also requested that corn 
acreage be increased by 5,600,000 acres and that spring wheat acreage be 
3,000,000 acres. If farmers are expected to make the sacrifices and to provide 
additional funds required to increase their production over recent high levels, 
then they must be assured of a market and that they will receive a fair price for 
their crop. In this connection, price support is not unlike the guaranties offered 
to industry. Increased industrial production is encouraged through fixed prices 
and cost-plus contracts; plant expansion financing is aided by the Government; 
and tax benefits are frequently granted. 

The American consumer will benefit from this increased agricultural production. 
As was noted earlier, the primary cause of higher prices is an extremely high de- 
mand combined with short supplies. Increased supplies will aid in stabilization 
and perhaps some reduction in the cost of living. 


Price support and stabilization 


The price-support program enables farmers to market their products when 
they can secure maximum returns. Price-support loans give farmers needed 
financing at harvest time and enables them to sell their commodities at any time 
during the marketing year. Not only does this result in giving the farmers the 
benefit of any price increase during the marketing year, but it also results in a 
more even flow of commodities to the market places which tends to stabilize prices 
during the marketing year. Moreover, the removal of surpluses during peak 
periods of production and the release during shortages tends to aid in long-term 
price stabilization by minimizing price fluctuations. 


Price support and adequate supplies 


The price-support program removes excess surpluses from the market during 
periods of surplus production and releases commodities during periods of high 
demand and shortages. Thus, the Corporation’s cotton inventory as of Septem- 
ber 1941 amounted to over 6,000,000 bales; by June 1947 this inventory had been 
reduced to 10,000 bales. The cotton inventory as of September 1949 amounted 
to 3,781,000 bales, but was reduced to less than 90,000 bales by March 31, 1951. 
The Corporation’s wheat inventory, which amounted to 309,200,000 bushels as 
of September 1942, was reduced to 29,000,000 bushels as of June 1946. The corn 
inventory of 229,600,000 bushels as of March 1941 was reduced to 1,200,000 
bushels as of December 1944. It is readily apparent that these stockpiles of com- 
modities were invaluable during World War II and the immediate postwar period. 
It is also apparent that the American consumer benefited through this availability 
of supplies when needed. 


SUPPLY PROGRAM 


The Corporation procures agricultural commodities, food products, and related 
materials for the purpose of supplying the requirements of Economie Cooperation 
Administration, the Army, the Navy, and other United States Government 
agencies; foreign governments; American Red Cross, and similar organizatious. 
By arrangement with the various agencies, these activities have been to a large 
extent centralized in the Commodity Credit Corporation so that procurement 
may be coordinated with price-support activities with the objectives of providing 
maximum benefits to domestic agriculture and carrying out the operations with 
increased efficiency. Billions of dollars’ worth of commodities have been bought 
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and sold under this program since 1941. With substantial European recovery, 
the volume of supply-program activities decreased during the fiscal year 1950. 
However, the recent national emergency has resulted in some increase in supply- 
program activities. These late activities consist principally of procuring com- 
modities needed for immediate military and defense needs or for stockpiling. 
The administrative expenses in connection with these operations are recovered 
through reimbursements. 


FOREIGN PURCHASE PROGRAM 


The Corporation purchases abroad such foods, agricultural commodities and 
products as are needed to meet both foreign and domestic requirements. Like 
the supply program, the maximum volume of foreign purchase activities occurred 
during World War II and the immediate postwar period. In recent years, the 
volume of these activities decreased sharply, but the present national emergency 
is now resulting in increased activity inthis program. The administrative expenses 
in connection with these operations are recovered through reimbursements. 


COMMODITY EXPORT PROGRAM 


The Corporation exports, or causes to be exported, agricultural commodities 
for the purpose of retaining, expanding, and developing foreign markets. The 
International Wheat Agreement is included under this program. Under the 
International Wheat Agreement the United States has guaranteed to supply about 
248,000,000 bushels of wheat or wheat products to importing countries at prices 
not in excess of $1.80 per bushel, Port Arthur basis, The Corporation uses funds 
obtained under its borrowing authority to pay current obligations incurred in 
fulfilling the terms of the International Wheat Agreement, and subject to reim- 
bursement in full for the net cost from the appropriations made for that purpose. 


STORAGE FACILITIES PROGRAM 


The Corporation (a) purchases and maintains granaries for storage of grain 
owned by the Corporation when adequate storage is not available; (b) makes loans 
to farmers for the construction or expansion of farm storage facilities; (c) provides 
storage use guaranties to encourage the construction of commercial storage 
facilities; (d) undertakes such other operations as are necessary t. provide adequate 
storage to effectively and efficiently carry out the Corporation’s programs. Since 
storage capacity did not keep pace with the increase in production during the war 
and postwar years, the Corporation took action to secure the required increase in 
facilities to provide adequate storage. During the fiscal years 1950 and 1951, the 
Corporation increased storage capacity by approximately 503,000,000 bushels 
through purchase and the erection of grain bins. It now owns a total of 547,000,- 
000 bushels of storage capacity. Loan activities have increased storage capacity 
by about 83,000,000 bushels and storage use guaranties are effective on facilities 
with capacity of approximately 77,000,000 bushels. These storage facilities are 
an important element in the ability of the Corporation to assist in building up 
and maintaining adequate reserve supplies of feed grains to meet current and 
emergency needs. 


LOAN TO SECRETARY OF AGRICULTURE FOR AGRICULTURAL CONSERVATION PROGRAMS 


Under the provisions of the Agricultural Adjustment Act of 1938, as amended, 
the Corporation loans to the Secretary of Agriculture each fiscal year such sums, 
not to exceed $50,000,000, as the Secretary estimates will be required to make 
advances for the purchase of conservation materials for the agricultural conserva- 
tion program. These loans are repaid with interest from funds appropriated to 
carry out the Soil Conservation and Domestic Allotment Act. 


METHOD OF FINANCING 
Borrowing authority 

The act of March 8, 1938, as amended, authorizes the Corporation, with the 
approval of the Secretary of the Treasury, to issue and have outstanding bonds, 
notes, debentures, and similar obligations, fully guaranteed by the Government, 
in an aggregate amount not to exceed $6,750,000,000. The charter also requires 
the Corporation to reserve a sufficient amount of its authorized borrowing power 
to enable it to purchase all loans held by lending agencies under the Corporation’s 
programs. 
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The borrowing authorization is in effect a drawing account and funds are bor- 
rowed only when required to meet current obligations. The Corporation pays 
interest on its borrowings from the United States Treasury at a rate established 
by the Secretary of the Treasury. 

During March 1950 an increase in borrowing authority from $4,750,000,000 to 
$6,750,000,000 was requested. Farm prices had declined and gross farm cash 
income had dropped more than 2 billion dollars in 2 years. The Corporation had 
an investment of over 4 billion dollars in price-support loans and inventories, and 
prospects for early disposal of these stocks were not encouraging. In addition, 
under the mandatory provisions of the Agricultural Act of 1949 and related legis- 
lation, it appeared that the Corporation would be required to invest large addi- 
tional sums of money in the support of certain 1950 crops. After approval of the 
increase in borrowing authority effective June 28, 1950, the Korean situation 
altered the entire outlook. Farm prices became more favorable with a resultant 
decrease in price-support activity and the Corporation was able to dispose of 
large amounts of its inventories. As of March 31, 1951, its investment in price- 
support loans and inventories amounted to 2.4 billion dollars. 

The largest total obligation against the borrowing authority of the Corporation 
was nearly $4.4 billion in the first quarter of 1950 and the total as of March 31, 
1951, was slightly over $3 billion. Adequate financial resources are an extremely 
important element in the ability of the Corporation to carry out the commitments 
of the United States Government to support the price to farmers of major farm 
products. Rapid changes in the supply and demand situation for individual 
commodities or commodities as a group can and do cause tremendous variations 
in the amount of funds required to be invested in order to carry out price support. 
The borrowing authority of the Corporation gives farmers, bankers, warehousemen 
carriers, and others with whom the Corporation deals on a business basis con- 
fidence in its ability to meet its commitments under any presently foreseeable 
circumstances. 


Capital stock and restoration of capital 


The Corporation’s charter authorized capital stock of $100,000,000, subscribed 
by the United States, on which the Corporation pays interest at a rate prescribed 
by the Secretary of the Treasury. The act of March 8, 1938, provides for an 
annual appraisal of the Corporation’s assets and liabilities by the Secretary of 
the Treasury. If the appraisal establishes the net worth of the Corporation at 
less than $100,000,000, the Secretary of the Treasury is directed to restore the 
amount of impairment; if its net worth is determined to be in excess of $100,000,- 
000, the Corporation is directed to deposit the excess in the Treasury. 

The net amount of capital impairment restored to date amounted to $1,964,- 
066,000 based on annual Treasury appvaisals up to and including the appraisal 
as of June 30, 1949. This amount reflects impairment of $2,101,956,519 resulting 
from wartime consumer subsidy payments. 


FINANCIAL AND OPERATING RESULTS 


The costs of Commodity Credit Corporation activities have frequently been 
misstated. From its inception in 1933 through March 31, 1951, the Corporation 
has made price-support loans on or purchases totaling approximately $14,203,- 
000,000. ‘These loans and purchases do not represent expenditures but invest- 
ments in commodities. The amounts invested in loans are either recovered 
through repayments or the pledged commodities are acquired in settlement of the 
loans. When disposition is made of the commodities in which the Corporation 
has invested funds, the excess of the amount invested over the amount recovered 
is reflected as a net realized loss (or gain). The net realized loss represents the 
actual net cost of price-support activities (excluding overhead and interest costs). 
The realized losses on all operations exclusive of wartime consumer subsidies from 
1933 through March 31, 1951, amounted to a net total of $569,000.000, and price- 
support costs totaled $898,546,000. The Corporation has recovered 94 cents on 
every dollar that it has invested in its price-support operations. 

From July 1, 1950, through March 31, 1951, the Corporation invested 
$1,138,000,000 in its price-support program operations. For the same period, 
total price-support sales amounted to $1,454,000,000, and total realized losses, 
including donations, amounted to $263,000,000. During the same period, income 
from the sale of the Corporation’s inventories, repayments of loans, and from other 
sources resulted in a net budgetary receipt (i. e. excess of cash deposited over 
cash withdrawn from the United States Treasury) of $570,000,000, 
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The outlook for the fiscal years 1951 and 1952 is more favorable now than at the 
time the 1952 budget was prepared. Thus, it is now estimated that the realized 
loss for the fiscal year 1951 may be about $339,000,000 and that the net realized loss 
for the fiscal year 1952 may be $218,000,000, rather than $374,000,000 for the 
fiscal year 1951, and $274,000,000 for the fiscal year 1952 as estimated in the 
budget. It also appears that the net budgetary receipts for the fiscal year 1951 
may be somewhat larger than estimated in the budget and a net budgetary 
expenditure for the fiscal year 1952 may be somewhat smaller than originally 
estimated. 


Commodity Credit Corporation operating results,' Oct. 17, 1933, through Mar. 31, 1951 





Net losses on all operations were_-_...-.-..----------------- $3, 004, 674, 143 
SE RODIEY BOVERI WOT. 8 5 i = 3 5 oe Hae se oi = - Me ine 2, 102, 311, 338 
Loss from operations other than subsidy___..-....---.. 902, 362, 805 








This loss represents: 
(1) Operating program results other than 











subsidy : 
Price-support program... -------- $898, 546, 214 
SOA 2 303, 569, 371 
Foreign purchase program__._...-. ? 50, 234, 162 
Commodity export program _--- --- 3 13, 744, 992 
Spenek SUTONN ce eee 10, 938, 334 
Net loss (actually realized)__-....-.---....---- 569, 426, 007 
(2) Add: Excess of overhead expenses over income ‘__-___- 172, 327, 033 
Net loss before establishing reserves for losses _ - - -- - - - 741, 753, 040 
(3) Add: Establishment of reserves for losses as of Mar. 
31, 1951: 
ON IS i hind wd adie we ee $3, 714, 000 
RII 6 i cate oe teh umn x ae 151, 580, 000 
Commodities under contract to 
TR UNIIT iii oic Sle tba de Sikes ea Red- guide 
Accounts and notes receivable - --_- 5, 315, 765 
Total reserves (estimated losses not yet actually 
SOAMIOINY .. ein ces: ads Liens lnphdoplawells be dun 160, 609, 765 
Net loss excluding subsidy program costs - ~~~. -. — 902, 362, 805 


1 Before charge of $500,000,000 to the reserve for the postwar price support of agriculture and recovery of 
$56,239,432 from the Secretary of the Treasury under Public Laws 389 and 393, 80th Cong, 

2 Represents gain. 

* Excludes net reimbursable costs of International Wheat Agreement. 

4 Includes all interest costs and overhead expenses of wartime subsidy programs. 


























RURAL ELECTRIFICATION ADMINISTRATION 


THURSDAY, MAY 3, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to call, at 10:20 a. m., in room 1310 
New House Office Building, Hon. W. R. Poage presiding. 

Mr. Poaae (presiding). We will come to order. 

The committee will now be pleased to hear from Mr. Wickard, the 
Administrator of the Rural Electrification Administration, who is in 
this morning with several members of his staff to give us an over-all 
picture of the operations of the REA. Since our time is running, 
and since the House is meeting at 11 o’clock, I wonder if it would 
not be wise if we could ask Mr. Wickard to make his statement 
without interruption before we begin to ask him questions, because 
otherwise I know that we are not going to make any progress this 
morning. 

Is there any objection to that procedure? If not, Mr. Wickard, 
will you make such statement as you care to make to us. We want 
you to know that we are very happy to have you here. 

The committee feels that you are heading one of the most important 
activities associated with rural life in this country. I think that it 
is generally agreed that the activities of the REA have meant a 
great deal to the rural people of this country, and we feel that what 
you are doing is of vital importance to the development of our rural 
areas. 

We are particularly happy to have you here to give us an explanation 
of what you are doing and what you are planning. 


STATEMENT OF CLAUDE R. WICKARD, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION, ACCOMPANIED BY 
GEORGE HAGGARD, DEPUTY ADMINISTRATOR; WILLIAM WISE, 
ASSISTANT ADMINISTRATOR; E. C. WEITZELL, PROGRAM 
ANALYST; ROBERT T, BEALL, EXECUTIVE OFFICER; AND K. W. 
BLACKBURN, ASSOCIATE SOLICITOR 


Mr. Wickarp. Mr. Chairman and members of the committee, I 
have a prepared statement. I think all members of the committee 
have a copy of it. A little later we will give you some statistical 
information and some graphs to illustrate and to bear out some of 
these statements I am making in this prepared statement. 

We believe it is good policy for the legislative committees to ex- 
amine the programs being conducted under legislation which such 
committees have sponsored and we are glad to have this opportunity 
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to discuss the REA programs. The REA programs, both the electrical 
and the telephone programs, are characterized by ideal relationships 
between the Government and farm people. Through these programs 
the Government helps people to help themselves by giving them the 
necessary long-term credit and technical assistance which would 
otherwise be unobtainable. The local people own and control their 
own facilities. They pay back the Government loans with interest. 
Through their efforts they add to the taxable income, not only of the 
community but of the entire Nation. Their programs help the farmer, 
laboring under adverse circumstances, to meet the Nation’s ever- 
increasing demands for more food and fiber. 

Rural people should be and are most grateful to the Congress for 
roviding the legislation and the funds which have made it possible 
or them to have such helpful and successful programs. Great credit 

must go to the farm people whose unselfish efforts and sound judgment 
have produced results so beneficial to their communities and to the 
entire Nation. 

There are three basic principles or objectives in the program: 

First, to make the service available to everyone—the principle of 
area coverage. 

Second, to have a sound financial operation, that is, to assure that 
the loans are self-liquidating. 

Third, to give highest quality service at the lowest possible price. 

I should like to discuss these three principles briefly to indicate not 
only their importance but their very close interrelationship. Later 
I would like to present some statistical information to show what has 
been accomplished toward reaching these objectives. 

Through legislation originating in this committee, Congress has 
pon wise and definite directives for area coverage type of programs. 

refer to the 1944 amendments to the basic RE Act providing for a 

longer amortization period and lower interest rate to make it possible 
to have a complete area coverage program. I also refer to the 
preamble to the 1949 rural telephone amendment, which reads as 
follows: 
* * * it is hereby declared to be the policy of the Congress that adequate 
telephone service be made generally available in rural areas through the improve- 
ment and expansion of existing telephone facilities and the construction and 
operation of such additional facilities as are required to assure the availability 
of adequate telephone service to the widest practicable number of rural users of 
such service. 

I do not need to take the time of this committee to describe how 
electricity is needed in every rural home in America to make them 
happier and healthier places in which to live. I am sure that when 
this committee advocated the amendment to the RE Act to provide 
for telephone service it realized how helpful telephone service can be 
in times of emergency such as sickness or fire, in protecting the farm 
household. 

But in times like these when we must recognize that food is as 
essential to the national security as military strength, it is the contri- 
butions electricity and telephone service can make to critical farm 
production that is of utmost significance. Therefore, I want to dis- 
cuss what we know from experience electric power and the telephone 
can do to help farm people produce more and more of the things the 
Nation needs and to produce it with less manpower. 
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Thanks in considerable measure to programs that have been put 
forward by this committee, agriculture has already come a long way 
in increasing its productive efficiency. Take, for example, the 
research and scientific advancement encouraged by legislation you 
have sponsored and the contribution this work has made toward in- 
creased productivity. There have been price supports which have 
encouraged the farmer to keep up his productive efforts despite dis- 
couraging conditions. Another highly important factor, of course, 
is mechanization, first of the field operations, and now more recently 
the electrification of farmstead operations. 

It is significant that from 1935 to 1948 the index of gross production 
per farm worker rose from 95 to 142 and that during the same period, 
the similar index in manufacturing and mining rose only from 93 to 
121. 

The increase in farms electrified from 10 to nearly 90 percent during 
the last 15 years has played an important part in increasing the 
efficiency of farm production. This big change has been so rapid and 
so unobstrusive that many people have little idea of the potential 
productive force that electricity injects into American agriculture. 

I am convinced that the coming of low-cost electric power to the 
farm is as dramatic a revolution as that which took place in the 
development of the tractor and allied machinery. The shorter time 
required to do the farm chores with electricity enables the farmer to 
spend more time in the fields utilizing the improved field machinery. 

There are now a million and a quarter less workers on the farm than 
there were 10 years ago. Experience on electrified farms indicates 
that electricity is a most effective aid in helping farmers meet this 
manpower shortage problem and to increase the quantity and quality 
of many agricultural products. 

We know that a 1-horsepower motor can do as much work in an 
hour as an average man can do ina day. We know 1 kilowatt-hour of 
electricity will pump 1,000 gallons of water from a farm well, milk 30 
cows, heat 5 gallons of water, grind 200 busbels of grain, run a tool 
grinder for 4 hours, shell 30 bushels of corn, cool 10 gallons of milk, or 
cut 1 ton of silage and elevate it into a 30-foot silo. 

The proper use of electricity may mean a 5- to 10-percent increase 
in milk production through the availability of drinking water at the 
proper temperature. It may mean an increase of as much as 30 per- 
cent in pork production through the use of electric brooders, substan- 
tial increases in poultry and egg production, and gains in truck-crop 
yields by means of supplemental sprinkler irrigation. 

Hay drying, insect control, automatic food processing units, and 
on-the-farm processing of greater amounts of our farm production are 
only a few of the rapidly expanding uses of electric power on the farm. 

1 can illustrate, through my own farming experience, how REA 
electricity helps to produce more and better farm products. 

Electricity has enabled us to expand our hog production without 
sacrificing too much labor from the production of field crops. We 
have the pigs farrowed about the first of February. They are weaned 
and on self-feeders and automatic waterers by the time the busy field 
work starts in the spring. But this means that they often come in 
very cold weather. That was the case this year. Thanks to electric 
pig brooders our loss from the cold was negligible. We are very proud 
of the more than 800 spring pigs which came during this extremely 
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cold weather. They will soon be in a clean, alfalfa pasture field with 
water, from an automatic electric pump | mile away, piped to the field. 
They will remain in this field until they go to market. Electricity has 
helped us to solve the labor and sanitation problems incident to our 
hog production. 

When my son-in-law took charge of the farm after World War II, 
we decided to go into dairy production despite the hard work involved, 
because, first, the dairy cow is one of the most efficient users of pasture 
and hay crops, and, second, there was a deficiency of grade A milk in 
the area. Only because we have electric lights, electric milking ma- 
chines, electric milk coolers, electric water heaters, an electric ventilat- 
ing fan and the like are we now able to send 150 gallons of grade A 
milk a day to a market 60 miles away. 

We are proud of the fact that the herd we started less than 5 years 
ago averaged over 400 pounds of butterfat last year. We are hope- 
ful of increasing this production per cow because we belong to an 
artificial insemination ring. Through this ring, we can, in a practical 
and economical wey, have the use of proven sires. The point is that 
this would be impossible from a practical standpoint if we did not 
have telephone service. Even though the antiquated telephone 
system we now have gives rather uncertain service, it not only makes 
it possible for us to use the artificial insemination service, but it also 
saves us many hours of time and miles of travel by helping us to 
obtain supplies, veterinary service, repairs, market information, and 
many other things which are so necessary under present farming 
conditions. 

People who know rural conditions realize that these modern utility 
services are a most influential factor in keeping our progressive and 
energetic farm boys and girls on the farm. This, too, 1 know from 
my own experience. I know that I would not have been able to get 
my daughter and her husband to take over the active management 
of my farm if these modern conveniences did not at least in some 
measure compensate for the long, hard hours of farm work. I also 
know that we would have a lot more difficulty than we are now hav- 
ing in getting hired help on the farm to keep up production. We are 
having to compete with manufacturers of television and automobile 
parts for the available labor in the community. We are paying 
comparable wages, but I do not think comparable wages would 
attract the kind of help we must have if we did not have electricity 
and running water in the tenant houses. 

REA cooperatives are approaching the goal of making electric 
service available to every rural community in America. They are 
accomplishing this job without jeopardizing the excellent REA 
financial record. I am sure you will be interested and pleased to 
know that the delinquency on rural electrification loans today is only 
about three-tenths of 1 percent and that it is lower, percentagewise 
and dollarwise, than it has been for several years, despite the rapidly 
increasing amount of principal due. 

The real security for the REA loans is the willingness and ability 
of rural people to pay for the services which are furnished to them 
under these programs. This matter of loan security leads us into 
the third basic objective of the program. That is seeing that the 
service is reliable and low enough in cost so that farmers cannot 
afford to be without it and will use it freely. This involves definite 
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responsibilities for REA and its borrowers: First, making surveys of 
the area to see that the borrowers start off with the proper organiza- 
tion and territory; second, seeing that the construction is of high 
standard and economical; third, seeing that the daily operations are 
sound and efficient; fourth, seeing that there is a proper maintenance 
program so that the facilities are capable of giving reliable service 
throughout the life of the loan; fifth, helping people to take advantage 
of the opportunities they have to obtain more benefits from their 
organization and from their service; sixth, seeing that the source of 
power is the most reliable and the lowest in price obtainable. This 
matter of cost of service takes on special significance when it is realized 
REA borrowers are extending service into territories which did not 
offer sufficient financial return for existing suppliers. Our borrowers 
must keep costs down, but it is even more important they make their 
service reliable. 

We know that one of the chief reasons why the old rural telephone 
companies ran into financial difficulties is that farmers by the thou- 
sands discontinued the service because it was too uncertain and too 
unreliable. We must be certain that this does not happen in the 
REA programs. 

With very few exceptions, no group of people have more need for 
reliable electric service than farmers. If a storm causes an outage or 
if the voltage is so irregular as to burn out the motors, farmers suffer 
irreparable losses due to inability to milk the cows, keep the brooders 
going, or preserve food already harvested or produced. A factory 
may work two shifts next week because there was insufficient power 
this week but farms cannot be operated on that kind of a basis. 

Farmers are constantly finding new uses for electricity. They are 
constantly buying additional equipment and arranging their whole 
farming operations to take advantage of electric service so that they 
can step up the production of their farms in spite of the handicaps. 

Farmers must depend upon their power supplier to have the neces- 
sary power and to continue to deliver it to them in a reliable manner 
as their needs grow. Almost 8 billion kilowatt-hours of electric 
power were distributed over the lines of REA borrowers in 1950. That 
was nearly four times as much as in 1945 and 20 times the amount 
used in 1940. This tremendous expansion leads us into a considera- 
tion of the efforts that we have made to help the cooperatives obtain 
the most satisfactory sources of power and the policy we have followed 
in making loans for generating and transmission facilities. 

In the making of generating and transmission loans, REA has fol- 
lowed one policy ever since the agency was established. A loan is 
made for this purpose only if it is necessary to insure an adequate 
and reliable power supply or if it will lower the cost of power delivered 
to the borrowers. In most of the generation-transmission loans we 
have made to date—practically all of them, I should say—not one but 
both of these objectives have been obtained. 

When a cooperative or a group of cooperatives requests a loan for 
the installation of generating and transmission facilities, we ask them 
to estimate their wholesale power requirements for a number of years 
ahead. We ask them to ascertain the ability and the willingness of 
the suppliers in their area to furnish the needed service and the price 
at which the suppliers will furnish such service. We ask them to give 
us the estimates made by their own private engineers of the costs of 
82877—51—-ser. g—vol. 1——-_7 
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generating and transmitting their own power. All this information is 
very eres 2 analyzed by our own staff. Our decision regarding the 
loan depends solely upon whether or not the borrowers’ proposed 
facilities will give their consumers the most satisfactory service at the 
lowest cost. 

We recognize that there are many opportunities for honest disagree- 
ment in evaluating the different factors involved in determining 
whether or not to make one of these loans. We have withheld ap- 
proval of numerous generation-transmission loan applications, and the 
cooperative officials are often critical of us because they consider our 
policy too restrictive. They think that we do not give sufficient 
consideration to the security that farmers have when they can own, 
control, and enlarge their own wholesale power facilities. ‘They point 
out that it is the same kind of security farmers have when they own 
their own farming equipment, so that they can plant or harvest their 
crops or make hay at the proper time and in the proper manner. 

Here is another criticism of our policy often made by our borrowers. 
Frequently, when a generation-transmission loan is proposed, the 
power company in the area comes forward with a wholesale rate 
proposal which is much lower than its current rate. The borrowers 
believe that we do not give sufficient weight to the fact that such 
spectacular rate reductions are merely an effort by the utility company 
to prevent the farmers from serving themselves and are not backed 
up by a desire or even the ability to furnish power at the low rate 
pruposed. The borrowers peint out that in such cases the power 
contracts contain clauses which relieve the power company of its 
obligation to furnish service at the rate proposed if the State regulatory 
body finds that the rate is discriminatory as between farmers and 
other classes of users. 

On the other hand, the power companies criticize us by saying we 
are financing the installation of duplicating facilities. They claim 
our generation and transmission loans are a needless waste of public 
funds. They also intimate that loaning money to farmers to install 
their own generation and transmission facilities is a step toward 
state socialism. Despite the fact that the cooperatives are buying 
several million dollars more power from them each year, they claim 
that the REA program is putting the power companies out of business. 
Fundamentally, they seem to feel that they should have the exclusive 
right to generate the power for our borrowers and transmit it to them 
rather than permitting the borrowers to serve themselves, even if it 
is to the borrowers’ advantage to serve themselves. 

You can see that we never make a decision on a genération and 
transmission loan but what somebody feels that he has a justification 
for criticizing our decision. Looking back over the decisions that 
we have made, and viewing them in the light of subsequent events, 
I feel we are more subject to criticism because we have been too con- 
servative rather than too liberal in evaluating advantages to our 
borrowers through owning their own wholesale power facilities. I 
do not believe that the criticisms by the power companies of our 
generation and transmission loans are valid or just. Under our 
generation and transmission policy we have been able to pursue the 
goal of complete area coverage without endangering the Government’s 
security. We have improved service and lowered costs, thus helping 
to insure the financial soundness of our borrowers. 
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We hope that in 2 or 3 years electricity will be available to every 
rural community in the Nation. The job of rural electrification will 
never be finished. There will always be new consumers. There will 
be new and more beneficial uses. There will be more efficient tech- 
niques in management. Good maintenance will become even more 
important. Increased capacities must be provided in the most 
satisfactory manner. Forward planning is most essential. 

Our borrowers are assuming more of the responsibilities in all these 
fields as their knowledge and experience permit. With a minimum 
of technical assistance from the Government, they will continue the 
sound development of the program so that it will become more and 
more beneficial to their communities and to the entire Nation. 

Insofar as the telephone program is concerned, many of the same 
principles I have mentioned apply. This is especially true of the 
relation between adequate, reliable, low-cost service and the Govern- 
ment’s security. We are aware that there are difficulties and addi- 
tional risks in the telephone program not involved in the electrifica- 
tion program. Extra work is necessary in integrating existing 
facilities with the proposed facilities, and in avoiding duplication of 
any existing facilities. In order to meet the problem of risk we are 
asking our borrowers to do something which borrowers under the 
rural electrification program have not been required to do, with but 
very few exceptions, and that is to furnish some of the necessary 
financing themselves. 

Despite theincreasing demand for loans and for telephone service 
from all over the Nation we are proceeding cautiously, as we gain 
more knowledge and experience, to carry out the objectives of the 
telephone amendment and to protect the interests of the Government 
and the public. 

In both the rural telephone program and the electric program, the 
Government is helping local people and small business enterprises 
help themselves. This is being accomplished through the free com- 
petitive private enterprise system, which must be preserved and 
strengthened to make our Nation stronger and more secure. 

I have these statistical tables and these graphs which I wish to make 
available to the committee to illustrate the things that I have said. 

Mr. Poagr. They will be made a part of the record at this point. 
(The statistical notes and the graphs are as follows:) 
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Statistican Notes 


Rural electrification program 


























Number | Percent 
Progress to date: 

Ns EEE) 0 Re SO SS EE EFS Ree RAT Ce Ce 743, 954 10.2 

LE EL ELS OS AM EIR 5, 053, 676 86.3 

Farms served, June 30, 1950 by 1— 
lie SULE EET EY en ree a a ey Ree See aoe 2, 551, 891 50.5 
Commercial power companies 2, 155, 829 42.7 
IS ocd haidnetinecinwec choc ddd ciadkwed- saute ickercsubeniead 345, 956 6.8 

REA borrowers, Feb. 28, 1951: 
Total miles of line energized. __..........- SEP PERE CATE DS eT ORES Eee FP Y Ek Leeper e ne Oe 1, 103, 931 
Total consumers served_.................. EE ERE OS, ale RD ES TS IP > _. 3, 437, 459 
Rural consumers remaining to be served: 

EE LE ee See Oe RC ERT een eae Te ee 5, 379, 043 
Sig elt a ae i Si ST i ah AACR 4, 572, 186 
ee I a cs ied et obacecdcmilie beak aman 5, 
Other rural establishments to be served 2_..____......----..----------------------------- 1, 

Total farms and other rural establishments remaining to be served 2..................-_- ---- 1,008, 457 

1 Based on 1945 Census of Agriculture. 
3 Estimated. 
Status of electrification borrowers 
Number of borrowers Feb. 28, 1951: 

i hee oe tee Dhan nniginduanenesethnnacpothaseatesdbantedtetaeeeasian Misscivneccdce 987 

Public utility districts ; . 41 

iS oe iltbalinenn siaesinmerotnaliabaiee oie amecie-wnmarn here euste 24 

SS ad cncucungnainenoneantmensbaesaea ckuidendueeltnuatenh saiabeansthbhing ded 25 

etl aril at aa cenlgn Oa merinins Suuceecanceueaeee RL eatetglsdsb ones sselen cs 1, 077 
Age and size of borrowers June 30, 1950: 

in ita eee weenie eiedon maine ine eiianenenairec kireewe 5.4 

EE GUE «> cch hdl cadecdéacsnenecocs PE SEEMS Pee Peat NAM ILT OER ESS PM w ane REC a TS Eee 3.2 

ELE TTY TN I ae EE eee EE: SL CE 1,019 

Consumers per system energized __.......-.- pecelaiemel Lede bbavdandcnecedevodestuenakesh 3, 255 

Nee a cin clamp auiouibbamusdbeegiesesnenovenanteeeradeied $1, 560, 640 

SS. ESSE EON CAD TOOT AT Rp OT $2, 061, 000 

Operating statistics 1950 calendar year (estimated): 

Neen oa nn nnereamamnerdoavbiepiweinemed $241, 800, 000 

ee Lo gisteedbaswsiaaenhescepMssuadieceteonttelesecu $149, 600, 000 

Senn IID IO in ha ckcuinccibe coun chiendedecedaimiadebas $67, 400, 000 

i es amneibe simmaenhiibmeiemdminmimnwine $19, 900, 000 

Financial status cumulative to Dec. 31, 1950: 
a i erpinbnasl on emaannnenbnaninenpebecesnnn $241, 853, 785 
bah Pa yments made____-. feet arias toned Giivaegeiret nash sethipibin iota otearocie we ated eek catego $268, 601, 817 
IDES DD ae i micsan sass pipes cmewennsncceesnnnsseinwnatinowimestnesces 7 
Total ESET NCS ar SR POR OE a, client eciee sc S Gle 
I IP ISS, wt eh wn gunwcdineabowssunbitaaee sepia h bite 
Payments delinquent over 30 days............--- EE SET I OR 


Delinquency as percent of amount due 





ee CID ONES RON. in id cio a Sec uthdiehadddddnenseedbabossdeecece cues 
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Electrification loans 
Applications for loan funds, Apr. 20, 1951: 





hoo ang niniten bau enebunetenbaagesounnesueesic $215, 470, 000 
no culuancdbundesudapesnenacweneusiancaneseds 144, 040, 000 
(ES REE SUE AG ESA TEE Ce RS a a Se ee ee ee 359, 510, 000 
Applications being received per MieRtl nn. oo cose cccccvccccccccncenccccccecccccesecese 23, 000, 000 
and advances to Apr. 20, 1951: 
Cee ee ee ee eee os se dlnnwdncned ucuswnbasddacaeclulue $2, 609, 928, 288 
Loans approved, grand total_..._.............-.. $2, 359, 258, 813 
Loan funds advanced, grand total---.....-......- .. $1, 780, 070, 418 
Loan funds, unadvanced, grand total $579, 188, 195 
Loan funds and loans, fiscal year 1951: 
De smnameaconbanpensinonncwanabian $264, 500, 000 
Amount drawn from contingency authorization._.................--.---.-----------.-- 1) 
a eaecbbbas sh daniiapindinddidemancden $139, 957, 974 
TORRE SO SEEN OVOIIIIIED, BOGE. 6 onc occa ccncecccssoweneseseneseus etelh th teks aiatemiaiedld $404, 457, 974 
SC caine eee nba etindeldadkobaey apis $153, 870, 000 
Loans, a aininiienednaceonbaackkhben $284, 000, 000 
Recommended loan program, fiscal year 1952: 
rs ie i i. . wcnccnenaceacensdacesenssonccaseucscsece $100, 000, 000 
enn nN TI SN os oda cc ac cc ccdubacetensmiwcewnbusesswecccsecccececcesscs 120, 457, 974 
Do od cca ehaiiiarnahebesnnenserreteseceeecasess 220, 000, 000 


1 Amount of contingency authorization for 1951 is $39,182,305. 





All loans to Apr. 20, 1951 





Amount Percent 





Loans by purpose: 








EEN NEE POOLE LE FLEE, RAR ORAL EL TESTE $1, 915, 916, 879 81.2 
RE, LLL ILLES AAA GAIA AT RAT 423, 485, 588 18.0 
Mia cttce- coont gas dohosdtedantne nds ueatcebtaddoancccwcéecauanalssaeans 19, 856, 146 .8 

EEE ea ie SE Sea oC: SR ee nivinigainat hatch 2, 359, 258, 613 100.0 





Loans, fiscal 1951 to 
Apr. 20 





Amount |Pereent 























i oe a Se 1 se cd aanemn anne bacbunouneennes $98, 233, 498 63. 9 
NINO og nc a ee a eae en nebweane 73, 067, 274 47.5 
St on es ducal ils okdaeiemuiiaas 5, 136, 503 3.4 
cae ene actin cakeunbakwernickidbonnndess 20, 029, 721 13.0 

a a oc ped Gabnpaaieinebwansnabianseek 13, 741, 821 8.9 

Transmission: 

SEES TEA LE ET AE ET 12, 966, 206 8.5 
ional nna manana anmee 17, 291, 900 11.2 

on edaeidennccnineceeenson 3, 888, 804 2.5 

POND ian 6 cgncobsunctduddcdsauumaaseude 3, 433, 755 2.2 

Radio communication. 351, 016 2 

a ss a ai ks a eB pipet ngewannibouinvianes 3, 963, 000 2.6 

ER ae eS deta ee Re als AES a ee ee a ee 153, 870, 000 | 100.0 
Electrification construction 
Loan funds advanced: 
se ee I, NE REE Os ion on 5. eee cece cccnccecncececscuncoendne $221, 455, 342 
es ra i encudwnbonnndusuennansennadane $579, 188, 195 
Construction progress (estimated this fiscal year to date): 

aa Ee eke nian enanbcemindaddvaniendacanawe 103, 000 

om SS a ESO ER a ea OS A 220, 000 

ie Sie i addupekensanubeweebinadennwedundeiomawkudale 2.1 

Cost of distribution line December 1950: 
ee ol a ld elk ea rededdiiumnsanwtinenesesemwadieawsiiin 1 $1, 909 
1 Designed for an average of 300 kilowatt-hours per consumer. 
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Power consumption and costs 
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Calendar years 
1941 1946 1950 
| 
REA power consumption; kilowatt-hour consumption per consumer_....--.--- | 919 | 1,602 2,411 








} 
| Kilowatt-hours| Percent 





Sources of power supplies, 1950: 
Generated and used by REA borrowers_- 


Purchased from other REA borrowers._._-..-- 
Purchased from non-REA suppliers. _- 
Total power input 


466, 765, 000 6.2 
505, 732, 000 6.6 
6, 632, 595, 000 __ 87.2 


| 7, 605, 092, 000 ~~ 100.0 
| 














Sources and cost of all power purchased: 
Commercial companies 
Industrial firms 
Public agencies 
REA cooperatives 


Total purchase cost 


Fiscal year 1950 





Cost Percent 





$37, 634,987 | 61. 
187, 833 : 
16, 184, 319 26. 
7,498,654) 12. 

1 


61, 505, 793 | 100. 





Cl nwnwwn 














| 
Kilowatt-hours| Kilowatt 








required | demand 

| 

Trend of REA borrower power demand, calendar year: | 
Ie a ihe eee ne acta wast del un biangantiemmuaaaiamall 2, 417, 000, 000 690, 000 
I a a i cin pint eichitsesi wi permicaaetrbber otsemmlelnanleiel 3, oe , 000 | 1,056, 000 
(Sa SENT SS A OF ENS a ee EE ARON EE 6, 782, 000, 000 | 1, 826, 000 
I a i i ace a i eo hee ncaa Mhaiienduianivin einai mined aol 10, 576, 000, 000 | 2, 769, 000 
oe a LN 9 ace ea, Re EAE Se re eR Lee, 14, 820, 000, 000 3, 777, 000 
A eee aah sch atic dons Sok ieecasionas vintala wlan iominnin Genie miom siiatuaincainiecomlbaaedl 19, 255, 000, 000 | 4, 778, 000 








Cents per kilowatt-hour 

















1940 | 1945 1950 
| 
Trend in power costs: ; 
Cost of power purchased by REA borrowers from commercial companies. - - 1. 24 1.01 0.93 
Cost of all power purchased by REA borrowers................-.-..--------- 1.09 . 82 . 86 





| 
| 
' 
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Rural telephone program 


Applications for loans to Apr. 25, 1951: 


Total number received_-_.........--.-- Sadcmahes SRE Sianeli aces aig cdi ott OU acs hae ee saborh 754 
Number loan allocations. .........-.---.-------- SEL EOS «ER oR AR 86 
Amount of loans requested by applications on hand as of Apr. 25_-......------------------ $76, 123, 180 





| Number Percent 





























Organizations submitting applications: | 
SEER EIEE SEGAIOR. TAR SME E 300 | 39.8 
EISELE SE SEEDER TID) SINE I SS een ae | 224 29.7 
Cooperatives and mutuals, incorporated... -.-....--...-------- Be as imc Sabewaiew el 53 7.0 
Cooperatives and mutuals, unincorporated - -_.......-..-.-----.---------------- } 145 | 19.2 
NN ne atinca ae teat eckien Rapa dabsosspannadvobuns | 18 2.4 
SS aa SE ee ae Se Se 2 LEE OED BEAN 14 | 1.9 

OY ape Cet A ae Se ll RS, a ae A A 7 754 | 100. 0 
Loan authorizations: 
Total loan authorizations, fiscal years 1951 and 1952_-_...........--- at 2S ee, Seen $57, 500, 000 
ee nes Se 0 ed og Sauls cscnndraehsasiwiinnaibeccesses 31, 055, 000 
re ne nah lestacnsdncodeeemisdesendqssecnne 9, 000, 000 
NE RE I I Fo aio cud dln kn ong occ gens ewe nsansbdsandevencdedece-cee 14, 073, 500 
eee ee ee ee ES Sake as eo ere Ce aes Sa een 23, 073, 500 
Number Amount 
mh pe | 

Loan allocations to Apr. 25, 1951: | 
yee ee ee ae a ee ee 29 $17, 081, 000 
pe 8 Ee a Ee a a eee = ee See | 57 | 13, 974, 000 

ae Nis che hk neces pone mia nthe vb cnc gthnawadncansss | 86 | 31, 055, 000 
| ' 

Miles of line to be— 
ne eg ie rene ened ace aadnend Minn mipnegatide 11, 166 
TE cn, wcnancnnceteceaubencia SES ARS Re en ee Se ee 20, 485 

Sn ei an eA tarda eniiwedderobenanwdedacsanceboawgenda 31, 651 

New subscribers: 

EE BO SR EA ER a, ee ee Ree See See 65, 715 
Se I NNN oo ec eciee ike nauk bedemiaidanc ad tbies bes gis ceccde ences fecdsscqqeeqbogesau 55, 801 





, | ee, « ghiticadbn cotiasinderannnine an 2 Eee Soe. oe Wares f. Seee. a Meee 
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AVERAGE ANNUAL KWH CONSUMPTION, 
1300 FARM CONSUMERS CONNECTED 4 
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North Dokote, Ohio, Missouri, Minnesota ond 
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SOURCE: Economic Stoff, AGL Division, REA April 1950 
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North Dokote, Ohio, Missouri, Minnesota and 
Hlinois. One hundred form consumers were 
random selected from among the eorliest 
connections of eoch of the [3 Cooperotives. 


SOURCE: Economic Stoff, AGL Division, REA April 1950 
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Mr. Poagsr. I wonder if you could go a little further in discussing 
how you plan to secure complete area coverage. To me it is one of 
the most difficult problems that confronts us. I am not offering this 
by any way of criticism, but, frankly, I do not know the answer. 

I wonder if you could give this committee the answers as to how 
you are going to reach the thin areas. 

There are areas in my State, and I know there are areas in every 
State, where the demand for electricity is not great enough in any 
given area, there are not enough people there, and they do not have 
enough income to make it profitable to extend the lines to them. 

Mr. Ausert. The first and second objectives on page 1 are pretty 
hard to reconcile in thinly populated areas. 

Mr. Poacer. That is exctly the point. I agree with the objectives 
laid out by the Administrator. I think most of us agree with them. 

I realize, as you say, the difficulty of reconciling the two objectives. 
I wonder if you would not go into that a little further and tell us just 
what you have in mind, because we realize that we have reached a 
point where most of the profitable territory has been served. I do 
not mean there is none left, but most of it has been served and most 
of the territory you will serve from here on out will be thin territory, 
rather unprofitable territory. 

Mr. AnprReEsEN. Will you yield? I notice that in the State of 
Texas, in the illustration here, that 86.9 percent of the farmers are 
receiving service. It seems to me that is pretty good. 

Mr. Poager. It is good. We are not criticizing it at all, but we 
realize that he has served those where the territories are most remu- 
nerative, just as the private power companies have. 

Mr. Wickarp. I ought to say that quite naturally we have gone 
into areas where the population usually is more dense and where the 
power supplies were not a critical item. 

Much of that territory that has remained until recent vears to be 
served is in the Great Plains territory and in some of the mountainous 
areas and other places where the terrain makes construction difficult 
and, perhaps, makes farm income relatively low. However, as | 
said, we are now rapidly approaching the time when we can say that 
electric service has been made available to every rural community in 
the Nation. We have done that in several ways. 

Of course, one of the factors that has been taken into consideration 
is that it is not the number of people that live in the area; it is the 
amount of electricity that the people in the area will consume, which 
determines whether or not the return will be sufficient to amortize 
the loans. In other words, much of the State of Texas where we 
have a very thin density of population, we do have large ranches 
which consume a lot of electricity per ranch. That helps to make up 
for the lack of return which you might have in a more densely 
populated area. 

Then, too, we have been getting these power costs down all of 
the years, and getting new sources of power. 

Mr. PoaGs. Do you anticipate that you can keep getting the power 
costs down? Private utilities have appareatly assumed that they 
have reached a point below which they cannot reduce their power 
costs, because they are asking for additional rates. Every city in my 
section of the country is getting requests from power companies to 
increase their rates. 
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Do you assume that you can continue to reduce the power costs? 
Mr. Wickarp. Maybe I had better put that on a relative basis, 
that is, we have a general price rise on everything and I expect it may 
be impossible to hold or reduce the present power costs, but as one of 
the charts shows here, the trend has been coming down all of the time. 

With increased usage and more diversity and a better source of 
power, much available from public dams, and with newer methods and 
techniques that we have for extending service, we have a hope that we 
can continue to lower this cost to the consumer. 

Our cost to the consumer has been going down even more rapidly 
than our wholesale power costs, because we have increased use. You 
get more use out of your facilities. 

We have not found a very large area in the country vet where, if we 
refine the application and do enough studying, that we cannot extend 
electric service into the area on a self-liquidating basis. That is much 
different from what we saw 10 or even perhaps 5 years ago, because of 
some of the factors I mentioned. 

Sometimes we have to reduce the application. We have to cut out 
some of the territory. Usually we do that because we would like to 
get a little more experience to see how much electricity people in the 
territory will use. 

Sometimes there will be some new development in the territory 
that we know about, but we would like to be more positive just 
what it will mean so far as the use of electricity is concerned. 

There may be a few isolated ranches in a pocket in a mountain, or 
something like that, where it will be impossible to extend the service 
to—I think these are relatively small in number. 

Mr. PoaGce. There are two different problems, then, as I under- 
stand it, in that connection. 

In the first place, just looking at this map without any reflection 
on any State, you see the State ef Nevada which has relatively low 
coverage, 67 percent. The reason in that State is obviously not lack 
of income, because Nevada has the highest per capita income of any 
State in the Union, as I recall—the reason is the sparsity of population 
and the long distances between the individual consumers and the 
excessive cost that is involved in supplying any one individual. 

Then if you will turn in the other direction, I look at the State of 
Mississippi which has a very low per capita income. The coverage 
there is low, 57.7 percent. That, obviously, is not due to the sparsity 
of population, because the population is rather dense. 

Mr. Wickarp. That is right. 

Mr. Poaaes. It is due to the fact that a great many people simply do 
not have enough income to pay for electricity. And you are faced 
then with the proposition of getting down the costs, getting down 
construction costs in Nevada and getting down the power costs, 
primarily, in Mississippi, are you not? 

Mr. Wickarp. We have power-cost problems in both States. 
There are not very many generating facilities in Nevada and we have 
to bring the power into Nevada from outside sources. 

You might be interested to know, in passing, that we have now 
before us an application for a loan to serve the residents of south- 
western Nevada, near the Death Valley area, which must be one of the 
thinnest areas in the country, so far as population is concerned. 
There are certain factors in that, however. <A lot of new mines have 
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been opened up there, a lot of the large corporations in the country 
are going in there to open up these mines. Irrigation is a new 
activity. It may well be that although, as I said, this may be regarded 
as one of the thinnest areas in the country, we can make the loan, 
particularly if the large corporations will give sufficient guaranties on 
the use of power. 

As a development, a few years ago we would not have thought of it. 
We hope to get power which is generated at Boulder, up into that area. 

In Mississippi, of course, we have two factors. One is that TVA 
power is coming in from the north cheaper now than it was years ago. 
Also the power companies have reduced their rates considerably, 
especially after consideration was given to a generation and trans- 
mission installation in that area. Power costs are coming down there 
which, I think, will offset some of the low per capita income in the 
State. 

Mr. Aserneruy. Mr. Wickard, the figures to which Mr. Poage has 
just referred interest me. He said that Nevada had 67.2 percent. 
Does that mean 67.2 percent of the farms? 

Mr. Wickarp. Of the farms. 

Mr. Aperneruy. Or 67.2 percent of the people or families that 
reside on the farms. 

Mr. Wickarp. The farms. That is on the farm basis. 

Mr. AserNernuy. It is difficult for me to reconcile these figures 
with the situation as it exists in my particular territory and my section 
of Mississippi. About 8 months ago the managers of several REA 
cooperatives in that section of the State told me that they were now 
supplying every single farm in that area; in other words, they said 
they had reached the saturation point and that they really had 
nowhere else to go. I am not saying that they misrepresented that 
situation, but, evidently, they are mistaken about it if these figures are 
correct. 

Mr. Wickarp. These figures are taken from the 1945 census and 
brought up to date with the best information we have. I will say 
that the 1950 census may show these figures are slightly off. 

However, of the 10 or 11 States we zow have information on, the 
1950 census shows our estimates are high rather than low. 

Mr. ABERNETHY. You say per farm. Does that mean all of the 
land owned by a single farmer? You know that they break the land 
of one farmer down into two or three or four or five farms in calculating 
statistics. Do the figures apply to the land that belongs entirely to 
one man, or do they apply to a number of contiguous farms that one 
man may own? 

Mr. Wickarp. The basis is a census definition of a farm which, I 
believe, is a tract of land under one management which comprises 
$250 or more gross production. 

Mr. Anernetuy. I know what you are talking about. 

Mr. Wickarp. That is all based upon the census. So you may 
have one ownership, but several different managements under one 
ownership. However, if you have just hired labor working, but only 
one management, that would only be one farm. He might have 
several houses, conceivably, and still only one farm. 

Mr. Poaae. Is not the answer in connection with Mississippi that 
you simply include each tenant as operating a separate farm? 
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Mr. Wicxkarp. Yes, sir, if that is a separate management, that is 
correct, so far as the census is concerned. 

Mr. PoaGr. Each tenant operates a separate farm. If it is done 
by hired labor it is all one farm. 

Mr. Wickarp. Yes, sir. 

Mr. ABERNETHY. You mentioned rates a moment ago and the 
increased cost in things that we are experiencing at this time. Has 
that had any effect whatsoever on the REA rates? 

Mr. Wickarp. Yes, the increased costs of construction are about 
60 or 70 percent on a comparable basis over 10 years ago. 

Mr. Apernetuy. Has it had effect on rates on lines already 
constructed? 

Mr. Wickarp. No, sir. So far as revenue is concerned, so far as 
the ability to pay off the debt is concerned, I can say, no. Other 
factors have more than offset the increased construction costs. 

Mr. Poace. Would you not have to say there in fairness that while 
it probably has not forced an increase in the rates that the con- 
sumers have been required to pay, that this increased general cost has 
undoubtedly prevented many reductions in rates which might have 
otherwise taken place had it not been for that? 

Mr. Wickarpb. There is no question about that. 

I do not want to leave the impression that we have not increased 
rates in some instances on individual borrowers, because they were 
either too small, the power costs were too high or something and we 
had to ask them to increase rates. Most of them have done it 
voluntarily. . 

They began to see they were not going to be able to pay out. 

There is one thing that worries us about an increase in rates. 
There is such a thing as the law of diminishing returns. You under- 
stand that. You can charge more but you cannot get more usage, or 
not enough usage to compensate for the increased costs. 

Mr. AperNEeTHY. How are the rates of the cooperatives deter- 
mined? Are they determined by the board of directors and subse- 
quently approved in Washington? 

Mr. Wickarp. In the beginning we help them set up their rates, so 
that they can pay out on the basis of the loans made and the estimated 
usage. 

Mr. Asernetuy. When they are once paid out, what is done about 
it? 

Mr. Wickarp. We do retain the right under the loan contract to 
approve any rate changes, whether that is up or down. 

Mr. Anernetuy. After they have paid out. 

Mr. Wickarpb. No, no. On the loan contract. When it is paid off 
the contract would not be in existence. 

Mr. ABERNETHY. Have any of them paid out? 

Mr. Wickarp. I do not believe there have been any cooperatives. 
There have been a few borrowers who have paid off, but I would not 
say that any typical cooperatives have paid out. 

Mr. Poage. Mr. Wickard, I just want to ask a question here about 
a couple of States that seem to ¢ttract attention and I could not un- 
derstand why. The two Dakotas both show a rather small coverage. 
Those States have enjoyed, as I understand it, a very high income for 
the last 10 years. Is that not right? 

Mr. Lovre. That is right, Mr. Chairman. 
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Mr. Poacr. What would be the reason that those two States would 
be so much lower in their coverage than the surrounding States? 

Mr. Wickarp. Do you want me to answer or to have Congressman 
Lovre answer? I believe we could give you the answer. It is a lack 
of power, until we had the more recent developments along the Mis- 
souri River. The Bureau of Reclamation has agreed to put in some 
lines if we find a new source of power. And we are now in the process 
of doing that, which will change or has changed this picture rapidly. 
Four or five years ago the percentage was less. 

Mr. Lovee. It was only 6.9 percent back in 1941, so far as South 
Dakota was concerned. Now it is up in the 60 percent, and with the 
advent of the power projects on the Missouri River it will be in- 
creased. 

Mr. Wickarp. I think I should add, too, that we made loans to the 
Black Hills Power Co., a commercial power company, to install addi- 
tional capacity which will help the western part of the State, because 
reclamation power will not be available for a considerable period of 
time. 

Mr. ANpDRESEN. In connection with North and South Dakota, as 
you know, the western part of North Dakota, and I will not discuss it, 
is partially settled. 

Mr. Wickarp. That is right. 

Mr. ANpRESEN. They are big properties. 

Mr. Wickarp. Right. 

Mr. ANDRESEN. It would cost a tremendous amount of money to 
go ahead and install the transmission lines between the farms. Is that 
not one reason why North Dakota has only 55.6 percent coverage? 

Mr. Wicxkarp. It has been that problem, along with very high-cost 
power and hardly any power available, at all, until we made some 
loans, working with the power companies, as well as the Bureau of 
Reclamation, which has been a factor that has kept the percentage 
down previously. The western part of the State, as you say, is sparsely 
settled with big farms, but with newer uses, increased use per farm, 
plus the lower costs and availability of power, it has rapidly changed 
that picture. 

I dislike to make prophecies, but I do not think it will be too long 
until you will see those States picking up, catching up with some of 
the rest of the States. As a matter of fact, as the Congressman has 
pointed out, look what a change has taken place in the last few years. 

Mr. Atsert. What about the difference between Oklahoma and 
Kansas on the one hand and Arkansas and Texas on the other? 

Mr. Wickarp. We have some of the same problem in Oklahoma. 
I am not sure that can tell you why Texas got ahead of Oklahoma. 
Maybe I can get some help on that. 

Oklahoma has had many of the same problems as the Dakotas 
have had, both from the standpoint of lack of density or thinness of 
population and power problems. 

Mr. Augert. It is no thinner than Texas. 

Mr. Poacs. Do you not think that you can trace that to the 
income situation? 

Mr. Ausert. I doubt it very much. 

Mr. Wicxarp. There are certain areas, perhaps, in both States, 
such as in the eastern part of the State where you have a lot of small 
farms which tend to distort this a little bit. The coastline of Texas 
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and east Texas has many smaller farms which count in the total 
number. 

Mr. Ausert. I live in the eastern part of Oklahoma. There are 
many poor farms. I do not know of a single area in which lines have 
been extended where a single house is not connected with electricity. 

It is because lines have not been built into those communities. 
As I say, I do not know of an area in the poorest part of the eastern 
section of Oklahoma where very many houses are passed by. 

Mr. Wickarp. You think perhaps the figures should be higher for 
Oklahoma because of your observation? 

Mr. Aubert. I admit that they were slow in getting started in 
some places, but I do not know of any State where the REA program 
has more w idespre 2xad support on the part of all the people. 

Mr. Wickarp. Yes, | will say that Oklahoma ty recent years has 
had, perhaps, more money per farm or per area than some of the other 
surrounding States. I guess that is because they did not get started 
quite as early. It might have been that they were not encouraged, 
that they thought there was an inadequate source of power. There 
is a thin territory in the western part of the State; perhaps a lack of 
income in some other parts of the State, and they did not want to go 
ahead, but with the new developments and the amount of money 
being loaned, the people have taken an entirely different attitude. 

Mr. AnpreseN. I think we can get a clearer picture of this if you 
could have a similar table broken down for this country by counties 
in each State. If that could be put in the record it would help. I 
would like to have a table in there showing the amount of service 
in each county in the country. 

Mr. Wickarp. Could I ask Mr. Weitzell about that? 

Do you think that is possible? 

Mr. Werrze.u. It is almost impossible to break these estimates 
on a county basis, because we make the annual survey of the power 
companies irrespective of county lines. In other words, we send 
questionnaires following June 30 each year to every power company 
in the country. And we get reports from all of our borrowers. And 
we get reports from all of the municipalities that serve farm areas 
and other suppliers of electricity. 

We do not ask them to report to us on a county basis. We do 
have the base, the 1945 census base, of course, on the county basis, 
but as we bring that forward, that is, the 1945 figures forward, to 
the present time, we do not try to keep our estimates on a county 
basis. 

It would be very difficult to do that. 

Mr. ANDRESEN. Could you do it by congressional districts then? 

Mr. Werrze.u. I am afraid we would have a difficult job doing 
that, too, sir. 

Mr. Atsert. Could they do it by cooperative districts? 

Mr. Werrze.i. Very soon we will have—and by soon, I mean 





about August 1—we hope to have returns by counties from the 1950 
census and at that time we will adjust our estimates back to accord 
with the census, and we will have that on a county basis as well as a 
State basis. 
Mr. ANpDRESEN. That should be available within a few months. 
Mr. Werrze.u. I understand by approximately August 1. 
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Mr. Poace. I will let Mr. Hill ask a question and then we will have 
to adjourn. 
Mr. Hitz. On this map, as I see it, it does not depict only the REA, 

that is, regardless of how a farm received its electricity? 

Mr. Wricxkarp. That is correct. 

Mr. Hii. In a State like Nevada, do you count the ranches that 
have their own electric-light plants as being electrified? 

Mr. Werrze.u. No, sir; not as far as this tabulation is concerned. 
You will note from the title that it says, “The Percentage of Farms 
Receiving Central Station Electric Service, June 30, 1950.” 

In Nevada we recognize that there are a great many people who 
have their own plants and they are not included in this tabulation; 
otherwise, the figure would be considerably higher. 

Mr. Hinu. That is true of Montana, too. 

The reason I asked that question is that many of the larger ranches 
have their own electric equipment and power plants and are running 
their own electrical plants. 

Mr. Werrze.u. That is correct. 

Mr. Hitu. You take in a State like Montana, and even Nevada, 
this is not quite actually the picture that exists. They are not 
burning coal oil lights out in Nevada, because I know otherwise. 

Mr. Wickarp. Some of them have internal combustion engine 
plants and wind chargers on an individual basis. 

Mr. Hiuu. And you will recall this gas equipment that is being sold 
and that they are using for cooking and lighting, with a big ‘tank. 
There are no ranches that I know of of any size in Colorado that do 
not have that equipment, if they are not on an REA line. 

So, really and truly, we do not get excited about this in counting 
these farms. Do you count all of the tracts around the cities? 

Mr. Wickarp. That will meet the census definition. 

Mr. Hiti. Which means you get most of them in my territory. 
Where I live there are little tracts producing and they all produce 
more than $300 a vear. 

Mr. Wickarp. Yes, that is right. 

Mr. Hix. They produce beans and peas, and they all have electric 
power. : 

Mr. Wickarp. Yes. 

Mr. Poace. You have nothing to do with determining what is con- 
sidered ‘‘a farm.’’ That is the Census, is that correct? 

Mr. Wickarp. That is correct. 

Mr. Hitu. I have another question, and I do not know whether 
you can give us the figure. It would be interesting to me to have 
the figures. What percentage does the average farm increase its 
consumption of electric current over a period of 5 or 10 years? 

Mr. Wicxarp. We have a graph showing that. 

Mr. Hit. I noticed that. 

Mr. Wickarp. This is where we took 1,300 farms and took the 11- 
year increase. It shows that the annual consumption, kilowatt-hours, 
rose in that period from 500 to over 3,000. 

Mr. Hitu. But you did not take it on the farms. 

Mr. Wicxarpb. On 1,300 farms that had electricity at that time and 
had electricity 11 years later. 

Mr. Hitt. What percent did it increase percentagewise? 

Mr. Wickarp. About five or six hundred percent. 
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Mr. Hitt. That is the important thing to me, because I happen to 
be in a territory where we have that use. I have heard my friend in 
Mississippi extoll how they had all kinds of electric current use in a 
certain country in Europe. I was through that country, and you 
know how they use it. They have a 25-watt bulb, probably, in two 
places.on the whole farm, and they are great consumers of electric 
current. That is silly. We do not do that. 

That was not the gentleman from Mississippi who is a member of 
this committee, either. 

Mr. Assrrr. I should like to say that the State of Virginia has been 
well taken care of, and I want to highly commend the gentleman for 
his efficient operation. 

Mr. Hit. Let me ask the genlteman from Virginia a question. 
Would you look at Colorado, too? 

Mr. Assirr. I have looked at that. 

Mr. Hixt. It is 91.5. I think it is wonderful. 

Mr. Lovre. May I make one observation, due to the fact that the 
great State of South Dakota was brought into this discussion. I 
believe this, that credit should be given where credit is due. 

During the Eighty-first Congress the Expenditures Committee went 
into the management angle of a number of Federal agencies, including 
the REA. And I can say this without any reservation whatsoever, 
that we found that the REA was better managed than any other 
agency that we went into. 

I want to say this, too, that I think that most of the credit should 
go to Mr. Wickard and to Mr. Wise for the most efficient way in 
which they have handled REA since its inception. 

And so far as South Dakota is concerned, we are very, very happy 
over the progress that we have made in REA through Mr. Wickard 
and Mr. Wise. 

Mr. Poage. We will have to adjourn, because this committee has a 
conference report on the floor. 

The chairman has asked, if possible, to come back tomorrow morning 
and we might pursue this a little further. I know that the members 
of the committee will want to go into the very matter that Mr. Lovre 
just mentioned, the management, which, incidentally, I want to say 
I think we have had a good management, and I want to say that I 
think you have had an excellent deputy in Mr. Haggard as well as 
Mr. Wise, and that the entire staff has done a good job. We do want 
to know about the size of the staff and about what it costs, about the 
overhead. And if you would be prepared to discuss those phases of 
the matter as well as the thousand and one other questions that will 
come up inevitably tomorrow morning, we shall appreciate your com- 
ing back tomorrow morning at 10 o’clock. 

The committee will stand adjourned and meet in the morning at 10 
o’clock. 

(Whereupon, at 11:15 a. m., the committee adjourned, to-reconvene 
at 10 a. m., Friday, May 4, 1951.) 
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FRIDAY, MAY 4, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 
The committee met, pursuant to adjournment, at 10 a. m., in 
room 1310, New House Office Building, Hon. Harold D. Cooley 
(chairman) presiding. 
The Cuatrman. The committee will please be in order. 


STATEMENT OF CLAUDE R. WICKARD, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION, ACCOMPANIED BY 
GEORGE HAGGARD, DEPUTY ADMINISTRATOR, WILLIAM WISE, 
ASSISTANT ADMINISTRATOR, E. C. WEITZELL, PROGRAM 
ANALYST, ROBERT T. BEALL, EXECUTIVE OFFICER, K. W. 
BLACKBURN, ASSOCIATE SOLICITOR—-Resumed 


The CHarrMan. I would like to ask you a few questions, par- 
ticularly with reference to the program of REA for the future. The 
evidence you have presented indicates that there has been a great 
expansion of the rural lines in America, but, of course, there is still a 
lot to be done apparently in some sections of the country. 

The thing that seems to be currently discussed more than anvthing 
else in connection with your program is the possibility that REA has 
embarked or is about to embark upon a program which will result in 
the duplication of existing facilities in areas that are now being 
adequately served by private industry. 

I would like to ask you, Mr. Wickard, to discuss with us, or to 
explain to us, the policy of REA with reference to the building of 
transmission lines and distribution systems in areas that are now 
being served by private companies. 

What is the test that vou subject an applicant to when a coopera- 
tive applies for a loan to build transmission lines? Do you and your 
associates attempt to ascertain whether or not duplication is involved, 
or just what do you do? 

Mr. Wickarp. We have a policy which, as I said yesterday, has 
been followed ever since REA was organized. That is, we do not 
make loans for generation or transmission facilities unless it is neces- 
sarv to take care of a power problem or unless it will bring about a 
saving in the wholesale power cost to the borrower or for the 
borrowers. 

The CyarrMan. You use the word “necessary.” In determining 
the necessity for the building of the line or the public convenience to 
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be served, your agency makes those determinations, as I understand 
it, at the present time? 

Mr. Wickarp. Yes, sir. First, in pursuing this policy we require 
the people who are submitting the application to submit to us their 
loads, that is, their projected loads, what they will be, when they will 
occur, and where the power will have to be delivered to take care of 
the needs. That is the first thing. 

Then we ask them to submit to us the indications that they have 
or what the power companies’ possibilities are to take care of their 
needs, and what the rates will be that the power companies will have 
to have in order to meet these needs. 

Then we ask them to submit their engineering studies as to their 
abilitv under the proposed loan to serve the cooperatives and what 
their costs will be. 

We study all three of these submissions and check them thoroughly 
to see whether we are in agreement with them. Sometimes we are 
not. Sometimes we ask them to restudy what they have submitted 
to us, or tell them that they will have to make some changes before 
we can accept or approve their application. And quite often, I 
might say to you, Mr. Chairman, as I said yesterday, we turn down 
the loan application. 

We have turned down some very large applications during the past 
year or two for transmission loans and generation loans, largely be- 
cause we did not feel that the applications and the submissions would 
meet our policy. 

I said yesterday that our cooperatives have been very critical of us, 
because they do not think we give sufficient weight to many of the 
factors which they think are very important. I touched upon that 
yesterday in my testimony. 

The CuarrmMan. You do not mean cooperatives, you mean the pri- 
vate companies? 

Mr. Wickarp. No; the cooperatives. When we turn down their 
applications they have been very critical of us, because they feel we 
do not give sufficient weight to the various factors which they think 
should be taken into consideration in making decisions. 

The power companies quite frequently, at the very last minute, 
according to their own statements, sometimes make a great reduction 
in the rates over what they have been furnishing power to the coop- 
eratives for. And the cooperatives feel that that is evidence that the 
power companies have not made this rate reduction in good faith; but 
that they have made it for the purpose of stopping the loan, and they 
point out that the State commissions have the authority to say that 
this rate shall not be continued if it is discriminatory between the 
customers, that is, the other customers of the power companies and 
the cooperatives. 

I say that is one of the things they think that we should give more 
consideration to than we have. 

The CHarrMAn. You mean that the power company under the 
pressure from REA might reduce its cost only for the purpose of 
securing the business, knowing that later the utilities commission in 
the particular State might change the rate and force them to pay a 
higher rate? 

Mr. Wicxarp. Yes; force them to pay a higher rate or put them in 
a position where they would have to seek other power sources, which 
might be more difficult than under the original proposal. 
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The Cuarrman. Have you had any such instances as that, or is 
that just imagination on the part of the cooperatives? 

Mr. Wicxarp. I do not know that we have any instances of the 
commissions accepting this complaint on the part of other consumers 
that the rates are discriminatory, but we do know that in the con- 
tracts we have what we might call an escape clause. The power com- 
panies quite often make the statement that they are having to serve 
the cooperatives at a loss or there is no profit in the rate that they 
have submitted which seems to us would be very good evidence that 
they are charging some people less than the cost of the service, and 
that would be evidence that they are then asking that to be made up 
from some other customers which they may have. 

The Cuatrrman. Who makes the determination in the REA agency 
here in Washington; do you have a board or commission composed 
of experts, or is it made by you as Administrator? 

Mr. Wickarpb. We have in the REA created 2 or 3 years ago what 
is known as the Power Division whose responsibility it is to ascertain 
the best methods and the proper rates and other conditions for getting 
the best wholesale power sources for our borrowers. That Power 
Division has, as one of its responsibilities, the examination of these 
loans, the proposals of the power companies, the engineering studies, 
and so on. And then after that a recommendation may come from 
this Division, or perhaps I should say they will submit to me the 
result of their findings. 

Then I make a decision upon the result of the findings of the Power 
Division based on evidence submitted by the borrower, the applicant, 
and by the power companies, if they have submitted anything to us. 

Mr. AnprREsEN. Is that decision made here in Washington by you 
or does not the cooperative, which is a separate corporation, an inde- 
pendent corporation, have something to say about it? 

Mr. Wickarp. The cooperatives make an application for the loan 
to build the facilities and we decide whether that application meets 
our policy, that is, the policy which I just described a while ago. 

You see, this policy which I described is that we do not make the 
loan unless it is necessary to solve a power problem or to bring down 
the cost of wholesale power to the cooperative. It is more restrictive 
than the authority contained in the act, but this policy has been 
followed, as I have said, ever since REA was created. 

We judge the application upon the basis of the evidence submitted 
as to whether it will meet this policy. 

This policy, I might further explain, has been discussed and ex- 
amined many times by Congress. 

Various applications and various loan approvals have been examined 
in light of this policy many times in Congress. 

Mr. ANDRESEN. Just let us reverse the proposition and take the 
case of where a cooperative wants to buy its power from a private 
company. Does that REA cooperative have to come to Washington 
to get approval? 

Mr. Wickarp. All wholesale power contracts are approved by us. 
If a cooperative wants to buy from a power company, it submits to 
us the contract—but we do not have any opportunity, of course, of 
ever approving anything which they do not submit to us. As I say, 
they either submit to us a contract with the private company or a 
proposal to us for putting in their own generation and transmission 
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plant, which, of course, requires that a loan be made. If we turn that 
down, necessarily that cooperative will have to go some place else and 
get a contract, subject to our approval. 

Mr. ANDRESEN. Let us assume a concrete case: Here is a REA 
cooperative that has been buying its electricity from a private power 
company, and the contract is about to expire. They have been 
getting a very low and satisfactory rate, with excellent service. They 
are canceling, they are not renewing the contract, and they are paying 
a higher rate with an affiliated cooperative that produces the power, 
and that rate is considerably higher than what they could get from 
the private company. 

Do you pass on that and force these people to pay more for their 
electricity than they could get it for from the private company? 
Rag Wickarp. We never have forced anybody to do anything 
ike that. 

Mr. AnprEsEN. You do have the power to deny loans for the 
expansion of the cooperative? 

Mr. Wickarp. Yes. 

a ANpDRESEN. That, of course, is a sufficient club to force them 
in line? 

Mr. Wickarp. But we have never done that, either. 

Mr. ANDRESEN. I do not think you have, but I have had experiences 
with the cooperative in my home county. Do you have a man by the 
name of Craig still with your organization? 

Mr. Wickarp. No, sir; he has not been with the organization for 
about 8 years. 

Mr. ANDRESEN. He insisted that they fire the manager and do 
everything as he directed or otherwise they would not get any loans. 
Of course, after some heated arguments with him, he finally changed 
his mind. 

I know in a particular case right now that is pending out in our 
area, and I discussed it with you over the telephone the other day, 
where they can get their power cheaper from a private company than 
they can from the REA producing facility. They are going ahead 
and paying the higher rate which, of course, will have to be charged 
to the farmers. 

Do you not think that this cooperative should have a right to go 
ahead without any pressure from Washington or any threats that 
loans will not be made, to continue purchasing their power at the 
cheaper price? 

Mr. Patren. That is not the situation where they lower the rate. 

Mr. ANDRESEN. They have been buying the electricity from the 
private company at a lower rate. 

Mr. Parren. At the rate agreed to now? 

Mr. ANDRESEN. Yes. 

Mr. Parren. They did not lower the rate and attempt to stop this 
REA? 

Mr. ANpDRESEN. In my home county they have been buying from 
the private company for the last 15 years. 

Mr. Parren. At the same rate? 

Mr. AnpresEN. At the agreed rate. And it has been at a very 
satisfactory rate, in fact, so satisfactory that in my home county the 
board of directors refused to buy it from other sources. 
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Mr. Patren. That does not answer the question. 
the rate at the time the REA became a threat? 

Mr. ANDRESEN. They have had the same rate. In fact, I have a 
communication that was signed by the chairman of the local coopera- 
tive saying that the rates were very satisfactory and the service 
excellent. 

Mr. Wicxarp. I do not think I have ever had any notice from this 
board of directors but what they intended to go through with what 
has been their intention for several years, and that was to buy power 
from the cooperative of which they are a member and to which they 
have some obligation. At least we would not want to say that we would 
release them from that obligation if it endangered the security of our 
loan which was made in order to solve a very difficult power problem 
in the whole area. 

That brings up the Congressman’s question. Originally there was 
not sufficient power in the Wisconsin-Minnesota area to take care of 
the growing needs of the cooperative. As a matter of fact, the Inter- 
state Power Co. has been buying surplus power from the Dairyland 
Cooperative which was available for sale, showing right there that 
there must have been a power problem in the area. And the power 
costs have been coming down in the area, because of the Dairyland 
operation in that area. 

Now this cooperative of which you speak is a member of a federated 
cooperative, Dairyland, and it has entered into a contract to take 
power at certain rates. 

They had to have a new feed source, a fifth delivery point, and they 
proposed to take that from the Dairyland line which is in that com- 
munity. 

There is one other matter I would like to discuss with you. 

Mr. AtBert. Would it not be possible if a group of cooperatives 
got together and arranged their own loans with the REA and built 
their own power facilities, that if two or three of the members were 
picked out by a utility company and given rates below the cost of 
production, they could jeopardize the entire operation? 

Mr. Wickarp. That ts exactly what I referred to a while ago when 
I said we would not permit them to withdraw from the contractual 
obligations to the federated cooperative. That would jeopardize our 
security, and that might well be the case if enough of them did that. 

We might have a large transmission line built out here ready to 
serve them, and the power company would come in and underbid and 
cause us not to have any return, or cause the cooperative, that is, the 
borrower, not to have any return from the transmission line built in 
that area. You can see how they can pick them off one at a time and 
break up the federated cooperative, and our security would be in 
jeopardy. 

That question has never come to us in this case, because, as I said 
before, the board of directors, to my knowledge, has never said to us, 
‘“‘We want to take our power from the power company rather than 
take it from Dairyland to whom we are obligated.” 

Mr. ANDRESEN. They have signed a contract with the Dairyland, 
as you have indicated, but they are paying more for the power. 

Mr. Wickarp. I cannot agree with that, if you analyze it properly. 

Mr. AnpresEN. I only have your statement over the telephone 
about that. 


Did they lower 
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Mr. Wickarp. No. 

Mr. AnprEsEN. That the rate they would have to pay for the power 
from Dairyland would be about 1.2 mills over what they were getting 
from the private company. 

Mr. Wickarp. I explained to you over the telephone that the rate 
which they may have to pay right now to Dairyland is higher than the 
new rate or the present rate, whichever you want to call it, offered by 
the power company, but there are two things to take into consideration. 

One of them is that the rate which is charged by Dairyland is not 
the cost of the power. It is the rate that Dairyland is charging which 
is in excess of actual cost of power in order to keep themselves in a 
strong financial position. Perhaps they will want to make some im- 
provements sometime. They could do it without having to wait on a 
Federal loan. That is one point. 

You see, when you have a cooperative getting power at more than 
what it really costs to produce that power, the savings will eventually 
accrue to the member cooperatives. That is my first point. 

The second point is that the Dairyland power costs are going to come 
down as quickly as the Dairyland facilities are developed and the loads 
are picked up and the load diversity improved, to a point below that 
now charged by the power company. We expect them to come down 
a mill or two in a few years. 

So we have two or three different things which I think we ought to 
take into consideration when we start comparing the current charge by 
Dairyland and the current charge by the power company. 

I said to you that the current rate by Dairyland is slightly in excess, 
I believe, of the rate charged by the Northern States Power Co. That 
is only part of the story. 

Mr. ANpREsEN. It is the Interstate Power Co. 

Mr. Wickarp. Yes, Interstate had tremendous difficulties in that 
whole area meeting the loads that had been thrown upon them by the 
cooperatives and other suppliers. So we have a power problem to 
work on there. 

Mr. Poacn. Is that not true in a great many cases, that the power 
companies are alleging that they are supplying the needs and are at 
the same time unable to give the voltage and to maintain the voltage 
that they should? And if the power company will not maintain the 
proper voltage it certainly becomes necessary for the cooperatives to 
get another source of supply, one that is dependable and reliable. 

Mr. AnprEsEN. That is not true out there, because the officers of 
the local cooperative say that they have had excellent service, and 
they have been very well satisfied, but as you say, they are members 
of this Dairyland. 

Mr. Wickarp. The people have never told us the story. I have 
never had a letter from the directors saying that they did not prefer, 
for one reason or another, to get their power from Dairy’ land. The 
question has never been raised. 

There might be somebody in the community who has been mis- 
informed to some extent about the comparisons, but I think we do 
know that the Interstate Power Co. has had difficulty in some of the 
areas, at least, that it serves in meeting the demands. 

I would just like to discuss for a minute this question of good 
service. 
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Any organization which offers its services or any commodity for 
sale naturally thinks that its services or commodity are as good as 
can be expected under the circumstances. Their salesmen have that 
responsibility. They would be foolish, I think, to admit that their 
product was not as good as it could be, but the customers do not 
always agree that is true. The customers can point out numerous 
opportunities that the power company has to improve their service 
and that the power companies have failed to do so. They can point 
out places where they have asked for new feed points. They can 
point out that they had to get power from the power companies and 
that they incurred extra expense. And they can point to burned 
motors because of improper voltages. That is ‘in other side of the 
picture. 

I happen to be one of the consumers of a cooperative. We get 
service from a subsidiary or an affihate of the American Gas & Elec- 
tric, one of the best companies, I think, in the country. 

I knew that sometime they were definitely going to have trouble 
in providing reliable service to my own cooperative. I could tell 
that because all I had to do was to drive a very few miles and look at 
the antiquated transmission line which was an old interurban line, to 
begin with, built back in the interurban days, and I knew that if we 
ever had a storm we would be in trouble. 

That was very important, and it worried me very much. Our 
cooperative asked several times for improvement in new feed points. 

I finally took this matter up with the president of the American 
Gas «& Electric myself. He said, ‘Well, the trouble is we are think- 
ing about selling that subsidiary to another company and we would 
not want to fix that up now until we see whether that deal is going 
through.” 

In the meantime we sat there in constant jeopardy, because if that 
power line went down in any of its sections, because the poles were 
bad and the construction was antiquated, we were in danger of not 
being able to milk the cows, could not even heat the house, not even 
the baby’s bottle, my grandchild’s bottle, if that power went out 
because everything on that farm is operated and designed to use 
electricity. 

What did we do? My son-in-law spent several hundred dollars 
putting in an auxiliary motor to take care of that. 

A sleet storm came along and people were without power for 36 
hours, not because of the service given by the cooperative, but because 
of this antiquated line which my cooperative had tried to get them to 
fix and they could not do it because they were about to sell the line. 

That is more or less typical. 

That is the reason I said yesterday that farmers have a greater 
feeling of security when they know that they can correct those things, 
when they can enlarge or improve their wholesale power. That is 
one of the reasons they are so critical of us. 

I wish that I had had the opportunity of approving a generation 
and transmission line loan to take care of my own cooperative. I 
would feel more secure today. I knew that if anything went wrong, 
if the capacity was not large enough, we then could get something done 
about it, otherwise I would have to wait until some stockholders or 
directors in some office in New York City said that it was the proper 
time to proceed. 
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Mr. Poaae. I think that in your State you are in better shape, and 
doubtless Mr. Andresen is in better shape, from the standpoint of 
getting proper voltage, than we are. I recall that down in Texas 
before we established the Brazos Transmission Cooperative that we 
made some studies of the voltage that was being provided to the 
cooperatives that organized the Brazos Transmission Cooperative, 
and we found a continual fluctuation in that voltage. That was 
perhaps due to the fact that they did not have the ends of the lines 
properly tied in loops. At the time of the peak loads, when they put 
electricity into the cities, they did not have the power to supply the 
needs of those rural people. I know that we found that in Texas. 

Have you found that in other parts of the country? 

Mr. Wickarp. In many, many other places. Of course, here is 
what they do: They reduce the voltage, which means less electricity 
will be used, and that is one way of conserving power. 

I would like to make. this one statement, if you will give me the op- 
portunity at this time. 

We are in a desperate situation today for reserves of power in this 
country to take care of the growing needs of this country, not only the 
defense needs, but the civilian needs. That is one of the other reasons 
why I made this statement yesterday that I think we have been too 
conservative when we judge the loans from the standpoint of the coop- 
eratives, because now I am fearful that many of our cooperatives are 
going to have difficult times getting sufficient power. 

Of course, one of the first indications of lack of power is this drop in 
voltage that you speak about. 

Mr. Poaae. I want to point out that we had that condition all 
through central and north Texas. 

Mr. Wickarp. Yes, sir. 

Mr. Poacr. But I do want to point out that since we have estab- 
lished that Brazos Electric Transmission Cooperative that the con- 
dition has improved tremendously, not only where the transmission 
cooperative is serving, but where the power company is serving the 
cooperatives. The power company is now putting in a 70,000-kilo- 
watt plant right in the territory where they told us there was not any 
need for additional power. And when you were asked to make the 
loan for an 11,000-kilowatt unit in that very area, the power com- 
panies testified that there was not any need for any additional power. 
Now, they are spending their own money and putting in that 70,000- 
kilowatt plant right there within 35 miles of the spot the co-op 
built a smaller plant. And we are getting better service, not only 
on the lines that are served from that transmission cooperative, but 
also in the lines that the private power company is serving in central 
Texas, getting much better service than we were 3 or 4 years ago. 

Mr. Wicxarp. You asked if we had evidence that there were 
improper voltages in other areas. One of the things that we like to 
have the people who make an application for a loan do is to prove 
to us in what way the service they have been getting is unsatisfactory. 
A great number of the cooperatives have voltage meters that auto- 
matically register the voltage. And they bring in that record to us. 
Some of them are really startling as to their fluctuation and the 
inadequacy of the service. 

I can say positively that there are voltage problems. I am sorry 
to say this, that many times the cooperative wants a feed point and 














aa Ee ak ae. 

















ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 125 





the power company says, “‘Come over here and get it.”” That is some- 
times on the end of the transmission line. That means when you get 
out there your voltage regulator will not take care of the voltage 
problem. 

One of the reasons, I think, for the improvement that has taken place 
in these transmission lines that have been financed by REA is the 
fact that we put in what we call loop circuits, that is, the cooperative’s 
feed point is fed from both ways and that does two things: If a tree 
goes down on one end, it can be fed from the other end. It also 
helps to keep up the voltage, because you are feeding both ways and 
there is a much better opportunity to get more reliable service and 
much more satisfactory voltage. 

And practically all of the transmission lines which Chairman Cooley 
asked about, now provide two-way loop service as contrasted with 
what we call the spur or radial type of service which the borrower 
gets when he has to build to the transmission line of the commercial 
power company. 

Mr. Poags. You have that kind of service up in your territory. 
Mr. Andresen has it. Have we got it throughout the South? 

Mr. Wicxarp. I am not sure that Mr. Andresen has it. I am not 
sure that we have it. I do not want to say that is confined to the 
South. I told you about the difficulty we had. 

What I was contrasting is a spur that comes out from a place 
rather than being a part of a loop or circuit, the loop type of service 
feeding both ways into the load center of the cooperative. 

Mr. ANpRESEN. I do not want you to misunderstand me, because of 
my interest in what I have discussed here was brought up by one of the 
farmers who was a member of the REA cooperative. He wanted me 
to answer the question why they had to pay more for electricity from 
Dairyland than they could get it for from the Interstate Power Co. 

Mr. Wickarp. I think he had a good question, and I think you 
should have gotten the answer for him. 

Mr. ANDRESEN. I gave him the answer that you gave me. 

Mr. Wickarp. Maybe I did not make myself as clear as I should 
have. I hope you did not give the answer you first indicated this 
morning. 

Mr. ANDRESEN. The only way to bring these things out is by asking 
questions. 

Mr. Wickarp. I am trying to think of how I would feel about these 
loans, these power costs, if 1 were out there buying power. 

Mr. ANDRESEN. I am on the paying end of using electricity. I 
think the companies charge too much for their services, but I have to 
pay if I want to use it. 

I have been here long enough, and so have you, to know that I 
have taken a part in trying to help shape conservative legislation on 
REA. 

Mr. Wickarp. I know you have. 

Mr. Anpresen. And also on the rural telephone. 

Mr. Wickarp. You have. 

Mr. AnpresEN. And while I may be a little critical 

Mr. Wicxarp. I do not take it that way. I think when you are 
trying to get information that is helpful. 

Mr. AnpreEsEN. I think we should have information. 

Mr. Wickarp. You should have information and facts. 
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Mr. ANDRESEN. We are required to appropriate money so that 
loans can be made to carry on service. 

Mr. Wickarp. We would not want to put any unnecessary burden 
or costs upon the people who pay the bill. The farmers cannot pass 
on their costs to somebody else. We cannot say, “Our costs went up 
last month, give us some more.”’ The farmer has to absorb it. 

Mr. ANDRESEN. I recognize what you say that the demand for 
power is increasing and probably will continue to increase. I also 
recognize that when you have to provide additional power today by 
constructing new facilities it will cost two and three times more than 
it did 10 or 12 years ago. 

Mr. Wickarp. As I said, there are all kinds of evidence. The 
Federal Power Commission gives us evidence that there is going to be 
a lot of trouble meeting the power demands all over the country from 
the standpoint of generation and of transmitting that power to where 
it is needed. Somebody has to put in some additional facilities. 
This question of duplication seems to come about largely as to who 
will put in the facilities. 

Mr. ANDRESEN. You do it with money we appropriate in Congress, 
while the private companies sell their securities and raise the money 
that way. 

Mr. Wickarp. The private corporations have not always been able 
to avoid Federal financing, as you know, over a period of vears, but 
I think here is something which, I believe, is in line with what this 
committee has always tried to do. It has tried to give the farmers, 
5 or 6 million of them operating as individuals, some help that they 
cannot get as individuals to help them meet some of the competition 
and the problems that they face in our economy. 

I said yesterday that this committee has gone a long way in helping 
farmers meet those problems and also helping the farmers keep up the 
production which is so necessary for our strength in the face of adverse 
circumstances and unfavorable conditions. 

Mr. ANDRESEN. Let me make this point: From the very beginning 
I have been interested in getting electric power to the farmers at the 
lowest possible rate, leaving it to the REA cooperatives to run its 
own business, if they run it in a businesslike manner. 

Mr. Wickarp. Let me say that I join with you 100 percent in that. 
I want these cooperatives to do everything that they think is right, 
so long as we know that does not jeopardize our security. That is 
why we want to approve the power contracts. We do not want to 
to see them needlessly spend money or pay more for power than they 
have to. So we do review them. 

Mr. ANDRESEN. You will not find many farmers in my end of the 
country paying out more; in fact, you have difficulty in getting them 
to put on all of the frills that some of your engineers would like to see 
put on throughout the area. 

Mr. Wicxarp. I hope that our engineers are not insisting on any 
frills. As I said yesterday, the best security that we have is economi- 
cal service and reliable service, and we do have a rather enviable 
position, I think, in the industry in that we have provided good service 
second to none and have done it in an economical manner. We have 
brought down the power costs over a period of time, and of construc- 


tion as well as the cost of wholesale power. So I do not know about 
the frills. 
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I do know that right in Minnesota we turned down a lot of loans for 
generating plants, a lot of loans for other facilities because we did not 
think they were necessary. 

I hope that our engineers did not insist on some needless frills or 
something of that kind. If you have some evidence of that, I would 
like very much to go into it. 

Mr. ANnpREsEN. You and I have been around Washington long 
enough to know that anything that comes out of Washington is 
not cheap. 

Mr. Wicxarp. Well, the standards which the REA engineers pre- 
pared have brought down the cost of construction more than anything 
that the power companies ever had before REA came into existence, 
so far as the rural lines are concerned. 

Mr. ANDRESEN. That was one reason why the REA was created. 

Mr. Wicxarp. I am glad that they have fulfilled their purpose of 
creation to that extent. 

Mr. Horven. Mr. Wickard, is the REA concerned about the 
apparent attempt being made by the Bureau of Reclamation in some 
areas to build its own power lines? 

Mr. Wicxarp. Well, I do not know that I have ever examined 
that thing. The Bureau of Reclamation has its program. It has 
been very helpful. 

Our cooperatives usually like to get Bureau of Reclamation service, 
because they are preferential customs for it and usually it is lower 
in cost. That means, of course, that when there is a prospect of a 
Bureau of Reclamation line being built in the territory they may 
support that line. I am not aware of the duplicating part of it. 

Mr. Horven. You do not want the Bureau of Reclamation to 
gobble up the REA? 

Mr. Wickarp. No, sir. I do not think that would be proper. I 
hope it does not happen. I hope no one else gobbles up REA. 

Mr. Hoeven. I think you understand that this committee is very 
sympathetic to REA? 

Mr. Wickarp. I believe that is true. 

Mr. Horven. So far as I am concerned, I have supported all REA 
legislation and all appropriations for it. 

I want to refer to a specific instance which involves the REA co- 
operatives in northwest lowa. We have what is known there as the 
12-county REA cooperative organization. 

A Subcommittee on the Interior of the Committee on Appropria- 
tions eliminated certain provisions providing for the building of 
Bureau of Reclamation lines in northwest Lowa. 

That section of Iowa, I think, is about 98 percent electrified at the 
present time, or pretty close to it. 

It is alleged by some that if these Bureau of Reclamation lines are 
not built as proposed by the Bureau of Reclamation, it would be im- 
peanbte for the REA cooperatives to get any further loans from the 

Mr. Wickarp. That would be an erroneous statement. 

Mr. Hoeven. Yes; that is the thing I want to clear up for the 
record, because there has been a general impression among the farm- 
ers, the REA users in my section of Iowa, that some pressure was 
being brought upon the REA by the Bureau of Reclamation not to 
make loans to the REA cooperatives in that area because the Bureau 
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of Reclamation was attempting to build its own power lines. I want 
to clear that up. 

I anticipated that your answer would be as you stated it. 

Mr. Wickarp. I might tell you what I know or what little I know 
about the problem of getting Bureau of Reclamation power in north- 
western Iowa. 

Apparently there is quite a difference of opinion among the coopera- 
tives themselves about how that should be done. Some of the co- 
operatives feel that the Bureau of Reclamation ought to build the 
transmission lines in Iowa, the same as it does in North or South 
Dakota, so that they can get the advantage of the so-called postage 
stamp rate and get a uniform price all over the area. 

Some of the other cooperatives have felt that they preferred to ask 
REA to put in the money to build these lines. 

I have been at meetings where both sides argued the pros and cons, 
but so far as I know we have never had anything submitted to us. 

Do you know, Mr. Wise, about asking us for a loan? I suppose 
they are waiting to see what the outcome of this will be. I do want to 
make clear above all that our loans to go ahead and extend service 
and to improve service on the part of the cooperatives will go ahead 
just the same, whichever way it is done. 

Mr. Horven. I am glad to have that statement. I think I can 
advise you that the action taken by the cooperatives there quite 
recently is in accord with their original program to continue asking the 
REA for loans to carry on their work. 

Under the provisions of the Interior Department appropriations 
bill, as I understand it, there will be power coming into northwest 
Towa from Fort Randall Dam to a point in or near Sioux City, at which 
point the REA cooperatives or the private utilities will carry on. 

Mr. Wickarp. Was this question directed to building the trans- 
mission line, whether we would go ahead and build the transmission 
line, or the distribution facilities, you might say, for delivering the 
power to the farmers directly? 

Mr. Horven. No; it was the proposition of building the trans- 
mission lines. 

Mr. Wicxarp. I think I misunderstood you a bit about that. I 
thought that your question was whether there would be any more 
loans made out there. 

Mr. Hoeven. As I say, the propaganda which has been used was 
that you had better take the Bureau of Reclamation proposals or 
you are not going to get loans from REA. 

Mr. Wicxarp. I do not think we ever said that, Congressman 
Hoeven, and I would say that as long as the loan is for a transmission 
line and it meets our policy; in other words, if the Bureau of Reclama- 
tion has nothing to offer and nobody else has anything to offer that is 
good, we will make the loan, because it is so necessary to. get power. 

Mr. Horven. There is no reason to believe that the happy relation- 
ships which have existed in northwest Iowa between the rural coopera- 
tives and the REA in Washington is not going to continue as it hasin 
the past? 

Mr. Wicxarp. I would see no reason whatever for it to change. 

Mr. Horven. And if proper application is made for loans, if they 
meet the standards 
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Mr. Wicxarp. Of getting the service to those areas, that is what 
we will approve. 

Mr. Horven. I just wanted to dispel the idea prevailing that the 
Bureau of Reclamation was trying to put some heat on the REA to 
have them do otherwise. 

Mr. Wickarp. They have not. 

Mr. Lovre. Mr. Wickard, it is my understanding that the REA 
will cooperate with the Bureau of Reclamation at all times, and that 
your interest is to get electricity to the farmers in the shortest possible 
time and at the least possible cost. That is correct, is it not? 

Mr. Wicxarp. You have named our policy. 

Mr. Lovre. And if the Bureau will cooperate with you, that is all 
that is necessary. And if the Bureau fails to cooperate with you, 
then, of course, it is up to REA to build the necessary lines to get this 
electricity out to the farmers. 

Mr. Wickarp. Yes. 

Mr. Lovre. That is correct, is it not? 

Mr. Wicxarp. That is correct. May I add just one thing which 
I do not think I mentioned, or perhaps I should have mentioned to 
Congressman Hoeven when he asked his question. One of the things 
that the Bureau can do which we cannot do under the REA Act, is 
to build lines to serve all of the preferential customers of the Bureau 
of Reclamation, including the municipalities and other public bodies. 

When we build we can only take care of ourselves. And sometimes 
that is why it looks like, from the general public standpoint, that it 
might be more economical for the Bureau to build the line than for 
REA to build for just its own customers and then to have another 
line built to serve the other customers. 

Mr. Lovre. A good example is what happened in South Dakota 
last year where the Bureau went ahead and built the advance grid 
system and now REA is coming in with the line to connect on to that 
with the individual cooperatives. 

Mr. Wicxkarp. That is it exactly. 

Mr. Lovee. And if the Bureau had not done that, you would 
have no other alternative than to build the lines yourselves? 

Mr. WickKarD. We said we would do that, too, as you remember. 

Mr. Lovre. That is correct. 

Mr. Wickarp. That answers the question that Mr. Hoeven was 
asking. 

The CuatrMan. I would like to ask you a question. 

During the current week the House has expressed itself on a matter 
which has arisen in Virginia and North Carolina concerning the power 
to be generated at Buggs Island. 

It was proposed that a line would be built from Buggs Island to 
Langley Field and consideration was being given to the possibility of 
building lines from Buggs Island to Rocky Mount, Wilson, Goldsboro, 
and Kinston, N.C. It was fully debated in the House and the author- 
ization was stricken out of the appropriation bill for the Interior 
Department. 

After that was done, one of your cooperatives in eastern North 
Carolina stated that notwithstanding the action taken by the House 
of Representatives, that that cooperative would itself build the lines 
to Buggs Island and take that power into that area of the State. 
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I want to ask you how that REA cooperative, which is financed 
by the Federal Government, could obtain money with which to build 
the lines which were involved if Congress has itself expressed its 
opinion, by about a 2 to 1 vote, that that money should not be spent? 

Mr. Wickarp. Well, first, I do not know what sources of funds 
the cooperative may have other than REA. 
pee CuHAIRMAN. What could they possibly have? You should 

ow. 

Mr. Wickxarp. They might have general funds. They might be 
able to go elsewhere and borrow money. I cannot say that they do 
not have any other sources. Their credit may be very good. I 
could not tell you about that. 

The CuHarrMan. It is a cooperative in eastern North Carolina, not 
in my district, therefore I do not have any personal interest in it. 
It seems strange to me, as soon as the House of Representatives spoke 
out against the proposition, a Government-sponsored cooperative, a 
Government-financed cooperative, says, ‘‘We will build the lines 
anyway.” 

I just want to know how it would be possible for them to do that. 

Mr. Wicxarp. If they came to us and asked us for a loan, so far as 
I know, unless there is something in the action of Congress which 
would prohibit us from doing so, we would apply the test that I have 
been speaking about here. And if that seemed to be the best way for 
them to get electricity from Buggs Island or any other source, that 
it would cut down their cost and give them a satisfactory source of 
power, we might give favorable consideration to it. As I said, it 
would be pretty difficult for me to see just how that would happen. 

The CuatrMan. When the Congress itself has debated it, considered 
it, has passed judgment on it and has said that it shall not be done, 
how could you say that a cooperative might come in and convince 
you and you let them have millions of dollars’ worth of taxpayers 
money to do the very thing that Congress said should not be done? 

Mr. Wicxarp. I take it for granted that the Congress considered 
an appropriation for a public agency, namely, the Southeastern Power 
Administration, to build the lines you are speaking about and has 
turned it down? 

The CuatrMan. That is right. 

Mr. Wickarp. The question I was raising is that, and I have not 
studied the report, but I do not know that the Congress said at the 
same time that a cooperative could not in that area build a line to 
any dam to get the power for which it is a preferential customer. 

Mr. Poage. In other words, as I understand it, you are saying this, 
are you not, that if the Congress says that you shall not make a loan 
to any cooperative in North Carolina or Virginia to secure power from 
Buggs Island that you will not make them a Joan, but if the Congress 
says to the Department of the Interior that it shall not build a line to 
serve a city from which the REA financed cooperative also might 
buy power from that line, too, that you do not consider that that is a 
directive to you not to make a loan, providing it is the cheapest and 
most effective means of providing power for that cooperative? 

Mr. Wickarp. That is correct. 1 was trying to say that under 
the Flood Control Act, as I understand it, REA cooperatives are 
preferential customers. Now if they come to us and say, ‘This is 
the way of exercising our preference,” and we found that was the 
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most economical thing for them to do under our policy, we might 
make the loan. If Congress, however, says that these cooperatives 
are not to exercise their rights as preferential customers in this par- 
ticular area or from Buggs Island, why, of course, we will carry out 
whatever instructions it gives us. 

Mr. Poaas. Have we not an illustration of that in the Southwest 
where a similar situation has actually developed? I think you will 
recall there was a time when the Brazos Transmission Cooperative, 
which is one of the earliest generating and transmission cooperatives 
of the country, asked to borrow from you. First, the Southwestern 
Power Authority talked of building lines from Denison Dam. I do 
not think they ever got any further than the talking stage. However, 
they talked of building a line from Denison down to Garland, Tex. 
They never built it. ‘That would have served not only the coopera- 
tive, but it would have served the city of Dallas, served everybody. 

In the meantime, when Congress refused an appropriation to the 
SPA and, when they did not build the line, you discussed the possi- 
bility of lending money to the transmission cooperatives to build a 
line to connect the dam with the lines they had already built—from 
Denison Dam over into Cook County to make the connection. 

You felt, I am sure, there was no violation of any law in doing that, 
because nobody had said that you could not lend money to enable that 
cooperative to get their power the cheapest and best way they could. 
Actually, what finally happened was that the Southwest Power 
Authority made a contract with the Texas Power & Light Co. whereby 
that company built some additional lines and they carried the power 
and they are today selling it to the Brazos Transmission Cooperative. 
They are now delivering a substantial amount of power, charging the 
transmission costs over their lines, and the cooperatives are buying it 
at the wholesale rate of the Southwest Power Authority, and paying 
the transportation or transmission cost to the private power company. 
No government agency built the line, but if no agency had the power 
to build the line, I wonder if we would have gotten the favorable 
contract we did. 

As I wnderstand it, you may be faced with a similar situation over 
here in the Southeast. I do not say that it has, that the cheaper way 
to get that power through the cooperatives would be to build a trans- 
mission line to serve them. If you made a loan to the cooperatives 
the line would not serve these cities that it has been proposed to serve 
under the act of Congress. 

Mr. Wicxkarp. If it was cheaper and better and that was proved. 
That is the reservation I wanted to put in there. 

Mr. Poaae. If you found it was cheaper to transmit it over private 
lines you would do the same thing that you have done in the South- 
west, would you not? 

Mr. Wickarp. That is right. 

Mr. Poacs. And you would not make the loan. You did not make 
it in the Southwest. As a matter of fact, the Texas Power & Light 
came along with a contract that made it unprofitable to build the line. 

Mr. Wicxkarp. If there was an opportunity for the power com- 
panies to guarantee good service and cheaper than the cooperative 
could by putting in its own facilities, we would want the cooperative 
to take advantage of that kind of an offer. 
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The CuarrMan. Then in that connection, those very things that 
you are talking about now were discussed, considered, and debated 
in the House of Representatives as affecting the proposals reaching 
from Buggs Island to Langley Field and into North Carolina; the cost 
of wheeling was involved, the cost at the source was involved, every 
aspect of the proposition was discussed at length. Now you tell us 
that irrespective of that, and notwithstanding the action of the 
House, you could and might make the loan? 

Mr. Wickarp. If it meets our policy. If that was the best way of 
getting the power to them. I think under the direction from Con- 
gress, on the policy adopted by Congress regarding preferential 
customers, we would have to go ahead. If it could be provided to 
the cooperative in some other manner by wheeling, we would give 
consideration to that. 

The CHatrMAN. Do you understand that when Congress said 
“preferential customer” that that contemplated the building of trans- 
mission lines and distribution systems and only making it available 
to the cooperatives on the preferential basis? 

Mr. Wicxarp. As I understand their needs shall be taken care of 
first. Of course, that means keeping the rates down, too. 

The CuarrMAN. Do you mean to say to this committee that your 
agency and you as the head of the ageney would not pay any attention 
to the action of Congress? 

Mr. Wickxarp. Did the Congress—I did not study the debate—I 
do not know what action it took—did the Congress say that a co- 
operative could not get money to get the power cheaper that way 
than from any other source? 

The CHarrMan. No, but Congress denied the appropriation for the 
building of these lines, and then the Government agency financed by 
you comes up and says, “Irrespective of that, we will build them 
anyway.” 

Mr. Wicxarp. I understand that the Congress 

The CuatrMaAn. How can they speak with such authority? 

Mr. Wickarp. I understand the Congress was considering a line 
to serve Langley Field, to serve cities and the whole area. It was not 
considering whether the cooperatives should build a line to Buggs 
Island to serve themselves? 

The CuatrMANn. No. They were considering building a line from 
Buggs Island into Wilson, Rocky Mount, Kinston, Goldsboro, and 
then to serve the cooperatives in eastern North Carolina. In these 
municipalities I have mentioned apparently there has been no interest 
evidenced at all, but there has been evidence of interest from the co- 
operatives in eastern North Carolina. 

Now to reach the cooperatives in eastern North Carolina you would 
have to parallel the existing facilities. 

Mr. Wicxkarp. There has been a great power problem in eastern 
North Carolina. I do not know how it will be met. - Unless Con- 
gress gives us specific direction, I think we will have to meet it at the 
lowest cost and most practical manner. 

The CuarrMan. I will grant you that they are paying too much in 
some parts of eastern North Carolina. I am anxious for them to 
have cheap power, but at the same time I am anxious for them to 
use the existing facilities. 
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In looking at the record here, I understand that about more than a 
third of the money that you are now making available is going into 
the building of transmission lines, whereas originally about one-tenth 
of it went into that. 

Mr. Wicxarp. I do not believe that a third of our money has 

ne into transmission lines. Much of that transmission is building 
rom the cooperatives’ load center over to the power companies’ 
lines. The figure might be a little misleading. Maybe we should have 
made it plainer. 

The Cuareman. I do not mean to say it was used entirely in 
transmission lines, but transmission lines and connecting ‘lines, you 
might say. Over a third of your money has gone into that. Is that 
right or wrong? 

Mr. Wiser. That is not right. 

The Cuarrman. What is the percentage that has gone into that? 

Mr. Wise. I will get it for you in a minute, sir. 

Mr. Wicxarp. Eleven and one-fifth percent from the beginning of 
this fiscal year up to the present time. 

The CuarrMan. You are taking the over-all picture. 

Mr. Wicxarp. I am taking page 3. You said at the present time. 

The CyHatrMan. From 1935 through 1948, it averages about 10 
percent of the total, and during 1949 it went up to 20 percent; during 
Lom it went up to 36.5 percent, according to the information I have 

ere. 

Mr. Wicxarp. During 1950? 

The Cuarrman. In 1950 your loans were 36.5 percent of the money 
to build transmission lines. 

Mr. Wickxarp. You quoting that from what? 

The CuarrMan. A memorandum furnished me by the staff. I do 
not know where they got the figures. 

Mr. Wicxarp. I do not know. Referring to 1950, can you give 
us that? 

Mr. Weitzevi. About 18 percent. 

_ Mr. Wicxarp. Loans in that year went into transmission facilities, 
including the power lines as well as the other types. 

Mr Werrze..i. About 36 percent of the loans we made went for 
generation and transmission during that fiscal year, but about only 
half of that 36 percent was for transmission facilities. 

Mr. Wicxarp. I might explain that, of course, our power loads are 
growing so rapidly that we have to do a lot of things to take care of 
the needs, but I think I ought to point out we paid $7,000,000 more 
to the power companies than during the previous year. You will 
notice that our percentage of power purchased from power companies 
has been holding steady ever since 8 or 10 years ago. 

Mr. AserNeTuyY. Did that represent an increase in cost of current 
or quantity of current? 

Mr. Wicxarp. The REA borrowers paid $7,000,000 more to the 
power companies in 1950 for the power they purchased from them 
than they did in 1949. 

Mr. ABERNETHY. For more current? 

Mr. Wickarp. Yes, sir; for more current, that is right. 

The CHarrman. Mr. Wickard, I have some information here that 
indicates that on all loans, April 20, 1950, generation and transmission, 
82877—51—ser. g—vol. 1—_—-10 
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18 percent; and then in 1951, April 20, generation and facilities, 8.9 
pues: transmission distribution system, 8.5 percent; transmission 

ederal cooperatives, 11.2 percent. That is a substantial amount of the 
money going into generation and transmission. 

Mr. Wickarp. But it is not commensurate with the amount of 
money going in there, and with the growth of needs for power, as a 
referral to another chart here will show that needs for power are going 
up. It does not mean that the percentage of power is going down that 
is bought from the power companies. If you will look at the other 
charts that we have presented here they show that last year 54 percent 
of the power was purchased from the commercial power companies. 
That is in 1950. That is compared to 53 percent the year before, and 
52.5 percent the year before. So there has been an increase in 1950 
in the amount, that is, in the percentage of power purchased from the 
power companies. I cannot see that that is going to change very much. 

The CuarrMan. It is not the purpose of REA to take over the power 
companies in their entirety, is it? 

Mr. Wickarp. It has not been done. I do not see any indication 
that it will be done. The fact that we are spending this much more 
money, that is, the cooperatives with the power companies every 
year seems to indicate that they are one of their best customers in 
increasing their business. 

The CHarrMan. Let me go back to this one thing again. 

Should this eastern North Carolina cooperative apply for a loan to 
build a distribution or transmission line from Buggs Island into 
eastern North Carolina, would you or would you not give considera- 
tion to the debates of the House of Representatives on that very 
proposition? 

Mr. Wickarp. If the debates of the House of Representatives 
referred to the right or the policy of Congress as it relates to coopera- 
tives getting power from public dams, wherever located, or in this 
area particularly, we would give consideration to that, but if the Con- 
gress has not, either by express language or otherwise, indicated that 
we ought to change our present policy, we would have to go ahead 
under the present policy, because this has been debated in Congress 
many times. We have had extensive hearings and did last year in 
the Senate on this matter. The Congress took action this last year 
in the appropriation bill which said that we should continue our pres- 
ent policy. That is a matter of record. I cannot go two ways at 
one time. 

The CuarrmMan. Do you understand that the Congress has, in any 
act which it has passed, put itself on record as approving the building 
of duplicating distribution or transmission lines? 

Mr. Wickarp. No, I do not understand that they have. 

The CxHarRMAN. You sit as the judge and jury when an applicant 
comes to you for a loan—you are the one and only person who can say, 
“vea” or “nay’’—you can say, “This is duplication,” or “It is not 





duplication,’ and based on your own judgment you make the loan, 
do you not? 

Mr. Wickarp. Yes, sir. And I will say that I will be very happy 
to have anybody, any time, examine any of the loans we have made to 
see whether they conform to the policy which I have discussed here, 
which has been discussed before so many committees of Congress. 
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The CuarrMan. Right on that point, the arguments were made by, 
I think, the entire Virginia delegation that the building of this line 
from Buggs Island to Langley Field would duplicate existing facilities, 
and that it was absolutely and wholly unnecessary. 

"i ee Poags. That does not have a thing in the world to do with 

The CuarrmMan. I know. It is the same proposition of the tax- 
payers’ money going into a program in competition with private 
industry. If I understand it, at the end of the debate, they actually 
worked out a satisfactory arrangement to transmit or to wheel the 
power across the existing facilities from Buggs Island into the area 
that is proposed to be served. 

It does seem to me when we realize there is one Federal Government 
and you are an agency of the Government, where Congress has taken 
a position, that it should be right strong evidence and should be con- 
sidered, but if you are going to say merely because the REA Act 
was not changed, ‘“‘We will ignore what Congress did on this proposi- 
tion’”’—to go ahead and say, “We are going to follow our policy, we 
will find that it does not duplicate.”’ 

Mr. Wicxarp. Now Mr. Hoeven here a while ago brought up 
another matter very similar to this in which he said—and I did not 
know this until he said it—that the Interior Department appropria- 
tion does not permit building certain lines in northwestern Iowa. He 
asked me the question, “if they do not build it, will you?” I said, 
‘Yes, if it meets our policy. I do not know what other answer 
to give you.”’ 

The Cuarrman. That is right, if it meets your test, but if Congress 
has subjected the same test of convenience and necessity 

Mr. Wickarb. They could not, because they were not considering 
the same thing. 

Mr. Poags. If you ever get to a point in Texas where the Congress 
has not appropriated any money to transmit any of this power from 
the federally built dams, and they have not appropriated a penny, 
in other words, in effect have said it was not necessary to appropriate 
any money for the Department of the Interior to build any lines in 
the State of Texas, if you take that as a mandate to say that you 
cannot make a loan to build any lines in the State of Texas, I will 
be up here complaining just as bitterly as I can, because I know that 
the law contemplates 

The CHarrMan. That is a negative proposition. 

Mr. Poaae. Possibly so, but I sat through the argument on the 
floor last week and I did not hear one single man get on the floor and 
say, ‘‘I want the law fixed so that REA cannot lend the money.” 

Mr. Atsert. We have the same problem in northeastern Okla- 
homa. There were certain restrictions placed on SPA. Does that 
mean that KAMO cannot go on and carry out their program? 

Mr. Poaace. I cannot understand it that way. It seems to me that 
it is saying to a banker that the Federal law says, ‘You cannot lend 
more than 10 percent of your capital to any one borrower, therefore, 
because we have a restriction on that phase, you cannot lend money 
to somebody with red hair.” 

Congress did not say anything about who REA could lend to. 
Congress said that the Interior Department could not use money to 
build a tie-line between Buggs Island and Langley Field. 
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I certainly agree that Congress said that. 

I would disapprove of any agency violating that. 

If Congress said to you that you cannot lend money to get power 
from Buggs Island, then I would say you were wrong if you lent money 
for that purpose; but as long as Congress never mentioned what 
REA can do, the fact that we put some restrictions on what the 
Department of the Interior can do, I cannot see how that would 
affect you. 

I am not trying to argue the North Carolina case. I want to make 
it perfectly plain that 1 do not want ever to see you coming to Texas 
and saying ‘‘ Because Congress did not extend authority to the Interior 
to lend money to build some lines in. Texas, I will not build any there.” 

Mr. Wickarpb. Before Congressman Albert leaves, I am very much 
concerned about what is going to happen to the cooperatives in south- 
western Missouri and the neighboring areas in Kansas and Oklahoma 
in order to get power to meet their growing needs. If KAMO cannot 
get any help from the Southwestern Power Administration, I think 
that I would be derelict in my duty not to get them the best source 
of power other than that which has been denied by this action. I do 
not know what that might be, unless Congress specifically says you 
cannot do this particular matter, I would have to hunt for the best 
source. 

I have to apply the same test, as I see it, as I did to Congressman 
Hoeven’s question. 

I tried to give you the same answer, Mr. Chairman, as to what 
would happen down there. If this is a high cost, unnecessary kind 
of line that this cooperative is talking about, we will turn it down. 

The CuHarrmMan. The House is in session now, and the roll call is 
on. Will it suit you to come back at 10 o’clock on Monday morning? 

Mr. Wickarp. Yes, sir. 

The CHatrMan. The committee will adjourp until 10 o’clock Wed- 
nesday morning, May 9. . 

(Whereupon, at 11 a. m., the committee adjourned, to reconvene 
at 10 a. m., May 9, 1951.) : 
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RURAL ELECTRIFICATION ADMINISTRATION 


WEDNESDAY, MAY 9, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 
The committee met, pursuant to adjournment and subsequent 
postponement, at 10 a. m., in Room 1310, New House Office Building, 
Hon. Harold D. Cooley (chairman) presiding. 
The Cuarrman. The committee will be in order. 


STATEMENT OF CLAUDE R. WICKARD (RESUMED), ADMINISTRA- 
TOR, RURAL ELECTRIFICATION ADMINISTRATION; ACCOM- 
PANIED BY GEORGE HAGGARD, DEPUTY ADMINISTRATOR, 
K. W. BLACKBURN, ASSOCIATE SOLICITOR, AND MILTON A. 
CHASE, ASSISTANT CHIEF, POWER DIVISION 


The Cuatrman, Mr. Wickard, going back to your testimony and to 
questions which you were asked when you were here before, I would 
just like to ask you a few questions with reference particularly to the 
future program of REA and have you tell us to what extent the 
proposition of duplicating lines is considered when an application is 
submitted for a loan; in other words, what I have in mind is that if a 
cooperative applies for a loan to build a transmission line and a distri- 
bution system, do you first ascertain and satisfy yourself that the 
existing facilities are inadequate to transmit or to wheel the power, 
before you grant a loan for building a transmission line which is 
likely to duplicate existing facilities? 

Mr. Wickarpb. That is one of the factors, of course, that would 
be taken into consideration. If it was evident that the system of the 
power supplies in the area were inadequate, that would be one of the 
factors which we would take into consideration whether we made the 
loan or not. 

The CuarrMAN. I want to get the direct question. If after your 
engineers have made an investigation and after all of the evidence is 
submitted and is considered, if it then appears to you that existing 
facilities can transmit effectively and efficiently and adequately the 
power that is to be transmitted, then my question is, Would you ap- 
prove a loan? 

Mr. Wicxarp. There might be existing facilities. The question 
is, Who would have first priority on them; how long would those 
existing facilities be adequate; and, third, what would be the cost? 
We would be sure to look at the existing facilities. We always do. 
We look at the offers of the power supplier in the area, but in all of 
the loans we have made I believe almost without exception there is, 
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undoubtedly, evidence that somebody has to increase the capacity 
of the existing systems if the cooperatives are going to get adequate 
service. That is particularly true in many of the loans in the south- 
eastern part of the country where there are power shortages and the 
systems are wholly inadequate to carry the loads that the growing 
needs demand. 

Mr. CuarrMan. I do not think anybody on this committee, cer- 
tainly I would not, would want to do anything that was going to 
delay the delivery of power to the farmers of this country. At the 
same time I do not want to do anything consciously to impair or to 
imperil the financial security of existing companies that now ade- 
quately are furnishing service. 

I can realize that in most every instance some company would 
come forward with a proposition that they were able and willing and 
ready to transmit the current and power. 

My question is, after you determine, when the evidence is all in, 
that this power can be transmitted effectively and efficienctly and in 
an adequate quantity in a certain area by a private company, is it 
your policy to give the private company the right to do that if you 
can by agreement provide for the transmission of the power, or is it 
your policy to heedlessly proceed with the building of the lines? 

Mr. Wickarp. No, sir. If the existing power company had the 
facilities, has demonstrated that it will give good service and do it at 
a cost which is the same or lower than the cooperative could do it 
itself, we would not make the loan. 

The Cuarrman. That is what I want to get straight. 

Mr. Wickarp. That is correct. 

The CHarrMan. So whenever a situation arises and you approve 
the loan in an area that is partly served, we will say, by a power com- 
pany you have, first, satisfied yourself on the facts available to you 
that the proposed line will not duplicate lines which are adequately 
providing service? 

Mr. Wickarp. I would say that whenever we make a loan for any 
transmission system without any question there are going to be a lot 
of new lines that will have to be built. There will be new lines built 
even if we do not make a loan to a group of cooperatives in an area. 

First, the power company will have to heavy up its own system. 

Second, you will have to get the power from the power system over 
to the load centers of the cooperatives. 

So this question of duplication is not quite as easy as it seems. 

The other day I tried to make a very pointed remark here about 
how, when the cooperatives put in their own system, they provide for 
their loads at their load centers with dual feed system into those load 
centers, so that if something happens on one side of the transformers, 
the other side can continue to feed in. Practically all of the power 
company systems, that is, the private power company systems, that 
are supplying the cooperatives call for the cooperatives to build from 
their load centers over to a power company line. Many times they 
do not have and cannot have this two-way feed which is so necessary 
to guarantee good service and proper voltage. 

So when you talk about duplication we rarely are faced with a 
question of one system being built which is just exactly like ‘the 
existing system or paralleling the existing systems, because there 
have to be new facilities provided if you are going to take care of the 
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increased demand for service and to insure that the service will be 
reliable. 

The CHarrMaNn. But even in that situation, if a privately operated 
company was willing and ready and anxious to provide the necessary 
lines and you were satisfied that they would do so in good faith, it 
would not be your policy to go in with the idea of preventing them 
from doing it? 

Mr. Wickarp. That is undoubtedly true, because during the past 
2 years we have withheld approval on applications from cooperatives 
for generation and transmission loans in Florida, Mississippi, Penn- 
sylvania, Ohio, Indiana, Illinois, and other places, because the power 
companies did provide us with evidence that they could take care of 
the cooperatives’ needs, at least in a very satisfactory manner for the 
foreseeable future, at a rate which the cooperatives say was comparable 
to what they could furnish their own service for. 

So we have taken those into consideration and withheld approval 
on many, many occasions, almost as many as the ones we have given 
approval to. 

I do not want to say that we have turned them down, because we 
feel that at any time the power company does not provide satisfactory 
service, or if there is any development in the area which would give the 
cooperative better service at a lower rate, we would want to examine 
it again in view of such developments. But, as I said, most of these 
approvals have been withheld because the cooperatives themselves 
have sought, after we have said we thought they should confer with 
the power companies some more, and have been able to get a better 
rate and, perhaps, some additional facilities and other concessions, 
which was the basis for their entering into a 5-year contract, we will 
say, for using power from the power companies’ systems. 

The CHatrMan. Well, now, the objective of the REA is to supply 
electric light and power to the rural sections of America; is it not? 

Mr. Wickarp. Yes, sir. 

The CHarrman. Well, what effort is REA making to supply current 
to municipalities as differentiated from the rural homes of the country? 

Mr. Wickarp. REA is not making any effort to supply power to 
municipalities, because under the REA Act we can only extend service 
to unserved people in rural areas. 

First I take it for granted that the municipality would not, in most 
cases, meet the “rural area”’ definition. And, second, it would be 
illegal because they are already receiving service. 

The CHArrMAN. Well, suppose you had a municipality of twenty-five 
or thirty thousand people, would you consider that appropriate as an 
outlet for REA activity? 

Mr. Wickarp. No, sir. 

The CHarrMan. In other words, what you are trying to do is reach 
the rural homes? 

Mr. Wickarp. That is right, to meet the power needs of our borrow- 
ers in our generation and transmission loans, to see that they get 
adequate service at a low rate, so that they can, among other things, 
pay off their loans to the United States Government. 

The Cuarrman. In some parts of North Carolina, for instance, 
REA cooperatives are dealing with the power companies and they are 
getting low rates, probably at 7% mills per kilowatt-hour, and in other 
parts of the State they probably are paying twice that much for the 
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same power. I can easily see that REA would want to do somethin 
about that. And I, personally, want to do something about it, but 
want to be sure that REA has used every weapon that it has available 
to persuade private companies to lower their rates and to give the 
same service to the people in eastern North Carolina as they are 
receiving in other parts of North Carolina. 

But now that brings me to this question, suppose an application is 
filed by an REA cooperative to obtain a loan to build lines in a certain 
area, should not you give the power company in that area an oppor- 
tunity to confer with you to see whether or not that company can meet 
ar need and requirements without resorting to the use of Federal 

unds 

Mr. Wickarp. Yes, we always do that. Usually the cooperatives 
are asked to prepare their needs, to show their needs, how much 
electricity will be required, where it should be delivered, and then 
they are asked to get the power companies’ rates for that delivery. 
And we take that into consideration before we make the loan. That 
is the reply that is made to these inquiries from the cooperatives. 

The Cuarrman. When all of that is done, in effect, no hearing is 
held, and I remember on one occasion talking with you and I pointed 
out the fact that you were not authorized to conduct hearings, not 
required to conduct hearings and, therefore, you did not conduct 
hearings, but why would it “not be appropriate for you as Adminis- 
trator, mat least, to provide a forum and a hearing and give the power 
company in the urea an opportunity to be Resets in a formal hearing 
where they could present their facts and figures and their arguments? 

Mr. Wickarp. I do not know of any time when we have not given 
the power company suppliers, if they wished, an opportunity, not only 
to present their offers to the cooperatives themselves, but to come to 
us and present anything that they have by way of a power offer both 
as to quantity and time and place of delivery, as well as price. 

The CHarrRMAN. In presenting their arguments and contentions to 
the cooperative involved, perhaps the power company would feel that 
they were not dealing with one who was free to exercise an impartial 
judgment, because the cooperative, naturally, wants to extend its 
loope and its power, but when they come to you as Federal Adminis- 
trator they have a right to expect you to have an open mind and sit 
in impartial judgment and pass with diligence and dispatch upon the 
facts that they submit. It seems to me that it would not be a great 
burden on you as Administrator to say, ‘“‘ Yes, come, I will give you a 
hearing at 10 o’clock in the morning, and an opportunity to present 
your contentions to me.’ 

Mr. Wicxarp. I think we have always done that, Mr. Chairman. 

The Cuarrman. I do not say that you have not, but I know and you 
know that some of the companies feel that you have not. 

Mr. Wickarp. May I say that I think the great difference here 
arises out of the desire, a wish to some of the power companies to sit 
down and negotiate with me the terms on which they are going to sign 
a contract with somebody else. 

We have always taken this attitude, this approach, that we can 
only approve contracts, and that if the cooperative and the power 
companies cannot agree upon a contract, we have nothing before us 
for approval. So I always insist upon the power companies’ people 
who come to us and inquire about entering into a contract with the 
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cooperatives, to furnish them power at wholesale, that they go and 
sit down with the cooperatives themselves and see if they can come to 
an agreement. Naturally, you can understand if they come to an 
agreement that relieves us of a lot of responsibility and a lot of work. 

Mr. Poage. Are there not. two things involved here that seem to be 
getting confused? In the first place, you are not contracting with 
anybody and you are not buying power from anybody? 

Mr. Wickarp. That is correct. 

Mr. Poace. You are merely a banker, and if you go too far in the 
proposition of exposing your customers’ business to their competitors, 
are you not in the position of the banker who goes around and tells 
about every loan he makes and tells about the finanical condition of 
all of his coutsomers? Certainly you would not be much of a banker 
if you did that. 1 think probably you go too far now in telling the 
power companies what the condition of the local cooperative is. I 
think if you are to be criticized, you are to be criticized on the side 
of turning over secrets that belong to the people who own and who 
have the money in these cooperatives to their competitors. 

Then is not the second thing involved the question of timing? 

The chairman suggested that you should give these power companies 
an opportunity to say what they would do. I have never known of 
a time that you failed to give them that opportunity. I have known 
of sometimes when after they have made statements and had given 
prices, after they had set prices, that they then said, ‘Now, then, 
we did not mean for that to be final; if you will not deal on our figures 
we will make you some better figures. Let us come back.” 

You let them come back three, four, five, six, and seven times, 
and when you finally announce that you are making a loan they will 
still say, ““We want to come back and undercut our bids.” They 
say, ‘‘We did not deal frankly with you. We dealt simply to try to 
destroy a loan.”’ 

Referring specifically to this North Carolina loan, what has the 
Tidewater Power Co. done in the last few days in North Carolina? 
Have they not raised their rates by about $200,000 to their city 
customers? 

Mr. Wickarp. I do not know. I am not informed about it. 

Mr. Poaage. I am informed that they have. I thought you might 
know. They quoted vou a rate far lower than the rate for which they 
now ask from the North Carolina Commission for their other customers. 

What is going to happen if they ever attempt to put into effect the 
rate they quoted you? Can the commission legally let them give the 
cooperatives the rates promised and at the same time raise their other 
rates? 

Mr. Wickarp. Mr. Poage, I think that brings out the statement I 
made in my testimony the first day that there is always this question 
of discriminatory rates. If the commission is faced with increasing 
the rates to non-REA consumers and lowering them to REA con- 
sumers, they will get themselves in an embarrassing position. 

Mr. Poaacs. They did come in and tell you that they would lower 
the rate? 

Mr. Wickarp. Yes, sir. 

Mr. Poaae, Then I am told they go to the North Carolina Power 
Commission and raise their rates. 

Mr. Wickarp. I am not informed, but that may be true. 
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The Cuairman. I hold no grief for the Tidewater Power Co. I am 
definitely in sympathy with the consumers in that area. I am 
anxious for them to have lower rates, but that does not make me 
agree with Mr. Poage’s statement to the effect that you are a banker. 

You are a little bit more than a banker. You are required by 
Congress to make certain definite and positive findings before you can 
let the taxpayers’ money go out for any purpose. 

What I am trying to do is to find out the procedure that you follow 
in making those determinations. I have not criticized you for not 
conducting hearings, but I was suggesting the propriety of conducting 
hearings. 

Mr. Wickarp. I want to say quite positively that the power com- 
panies are given an opportunity to present their offers. What they 
do not like, apparently, is that they want to come in and see what 
the other fellow’s offer is, and then they want to sit there and do some 
horse trading on it which, I think, brings up the question that Con- 
gressman Poage refers to, is that in good faith, and how long will the 
Commission approve it? 

The CuarrMaANn. You are the one who is passing on that. 

Mr. Wickarp. So we just say, you present your best offer. We 
will give you sufficient time and notice. There is nothing hidden or 
nothing secret about these things, because usually it is 1 to 2 years 
before we ever come to a decision upon an application for a generation 
and transmission facility. Everybody in the community knows about 
it. Everybody in the State knows about it. 

We like to have the power companies come to us with their bona 
fide offer, something that they say is fair and reasonable, especially 
in consideration of their costs and their relationships with other power 
consumers in the State. 

The Cuarrman. Going back to Mr. Poage’s question about the 
Tidewater Power Co., if they submit a proposition to a cooperative 
serving that area in which they operate, if it is not submitted in good 
faith, if they offer lower rates, lower than permitted, lower than are 
legal or lower than will remain in effect for any considerable length 
of time, you make all of those determinations before you make the 
loan, do you not? 

Mr. Wickarp. Yes; we do our best to try to find out what the 
power company offer is. Sometimes it is very difficult for them to 
give a definite offer to us. 

The CHartrman. If they are making an offer for the deliberate 
purpose of defeating the loan, you and your engineers determine that; 
do you not? 

Mr. Wickxarp. No; I do not think we go in to see whether they, 
when they make their offer, are making one which they can afford to 
make. We just simply take for granted when they make an offer 
that they can make good on that offer. 

The Cuarrman. All right, then, that is even more friendly to the 
power company than I even suggested. I think that vou would have 
a perfect right, and I think you have the responsibility to inquire 
into the good faith of the offer, because I know that in the early days 
these power companies went out and grabbed off the cream of the crop 
and built profitable lines. In my district they left some lines off that 
they should have built. And they finally built the lines. They did 
it under pressure of REA, 
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In my home county I have begged the power company to build 
rural lines, and they would not build them until we had a meeting in 
the courthouse and started to organize REA. They did not have 
. to use any Federal taxpayers’ money. We got the lines built and we 
got good service. 

Mr. Poaae. If you follow this policy of letting these power com- 
panies wait until after the loan is approved and then letting them 
come in and make a deathbed confession, if you follow that policy 
then there is no longer any opportunity to do what the chairman sug- 
gests, because then the organization of an REA cooperative has no 
fear for the power companies. You have but one bargaining power 
with the power companies, and that is the ability to provide competi- 
tion. There is not any other bargaining power that you have. 

And when you say that you are going to wait until after we have 
found out what it takes, what rate 1 takes to prevent you making a 
loan, and let them come in after that is determined and make that 
offer, you cannot afford to turn down the offer and say it is not made 
in good faith. If you ever make that finding, no matter how honestly, 
you know you will be hauled up before Congress the very next day 
and accused of ignoring the offer of the pious and benevolent power 
companies who wanted to try to give the people some cheap power. 

Mr. Wickarp. I want to make it clear that we have never given 
consideration to trying to refuse to let the people have money under 
the loan contract once the loan contract has been entered into be- 
tween the cooperatives and us to obtain the funds, unless the local 
people themselves say, ‘“We do not want to go through with this, we 
do not want to build these facilities. We now have come to the con- 
clusion that we would rather get the power from the power company 
under the latest offer.” If they say that to us, we say, “That is up 
to you, you can withdraw any time you want to to, so long as it does 
not hurt the Government security on this contract.”’ 

The CuatrmMan. I do not agree with Mr. Poage. First, he said 
you were a banker. I do not think you are a banker. 

In the second place, I do not think that REA was created to go 
into competition with private industry. I think it was created to 
furnish electric light and power to the areas of this country where 
private industry has refused to go. 

I do not think it was created with the idea of getting the cheapest 
possible rate to the consumers in the rural areas. That was not the 
original idea, because the whole thing was predicated on high costs of 
production. And you know that the REA went into areas that hard- 
headed businessmen had refused to go into. You went in and you 
made a success of it. You have demonstarted through REA efforts 
that these businessmen were not as smart after all as they thought, 
because they were not willing to go after the rural business. 

We have through these loans been willing to go out to the rural busi- 
ness and it has proven to be profitable. I do not think you are in 
competition. I think you are in there to render a service which the 
companies have refused to render. 

Mr. Wickarp. May I make one remark? I consider the REA 
cooperatives as private business, because the REA itself, the organiza- 
tion which I head, does not own 1 foot of line, nor have any facilities 
at all in its possession. We do make loans to private organizations. 
The CuarrMan. That is right. 
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Mr. Wickarp, Sometimes power companies and usually REA 
cooperatives. Now I would like to know why, if it is to their advan- 
tage to put in their own facilities, they ought not to have the same 
privilege that the United States Steel Co. had the other day when they 
put in a 60,000-kilowatt plant rather than continue buying it from the 
power company. 

The Cuatrman. Nobody argues with that. I agree with that thor- 
oughly. This is not the first cooperative undertaking and it is not the 
only one. 

This committee has been responsible, more so than you and all of 
your associates put together, in the creation of REA, because we were 
fighting for REA before you were ever there. The same way with the 
bank for cooperatives, the intermediate credit banks. We can even 

o back to the land banks and the Production Credit Association. 
hey are private banking institutions that are now largely owned and 
operated by farmers. And a farmer has a perfect right to go into the 
banking business. And they are making a success of it, and they do 
not have to go to the hard-headed bankers with their caps in hand and 
beg for loans any more and give mortgages on even hound dogs. 
Ve want this thing to work, but I do not want PCA, REA, or any 
of them to be perverted from the original purpose. 

I think that everybody agrees that REA has done a magnificent job. 

And that brings me to one other question. 

Mr. Wickarp. May I just make a remark about the original pur- 
pose? The original REA Act provides that the Administrator may 
make loans for the generation, transmission, and distribution of 
electricity to unserved people in rural areas. That is the only limi- 
tation in the act. 

Now we have under that authority in the act adopted the policy 
that says we will not make loans for generation and transmission 
facilities, even though the act does not have any prohibition along 
this line, unless it is necessary to solve a power problem or lower the 
cost to the farmers who, after all, as you have just brought out, have 
had to go out into areas where the power companies themselves did 
not think that the financial return was sufficient to warrant their going 
in and assuming the risk. And that is why we feel so keenly that in 
order, first, to get the service to the areas on a self-liquidating basis 
and, second, in order to provide electricity at a cost which the farmers 
can afford to use in sufficient quantities to improve their efficiency in 
farm production, that we want to do all we can to keep the rates down. 
We are looking at it purely from the standpoint of the farm people. 
Perhaps we ought to think more about the power companies, but 
nevertheless I take it for granted, since they have the biggest earnings 
in history, they are getting along pretty well. I do not know of any 
power companies in the country that have been seriously damaged 
or damaged at all by these REA loans. I think their investors are 
very aa protected under the way the facilities are being managed 


and under the great demand that is coming to the power companies, 
including the increased demand and increased amount of payments 
that the cooperatives themselves are making to the power companies 
every year for wholesale power. 

I testified last week that the REA cooperatives bought from the 
power companies $37,000,000 worth of power last year. We have 
additional amounts of power being purchased from the power com- 
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panies by these cooperatives, which, undoubtedly, must be pretty 
good business for the power companies. 

The Cuarrman. That brings us up to this proposition: You used 
the expression that in making these loans for transmission lines costs 
were a factor. 

There is no specific authority in the law with regard to determina- 
tion of costs. 

Mr. Wickarp. No, sir; nothing said about it, but we have that as 
a policy. It is just as good as in the law to me. We have discussed 
it with Congress so many times. I think, Congressman Cooley, I 
can make this statement that we try conscientiously to carry out 
whatever Congress lays down as the policy, even though it is not 
written in the law. 

The CuarrMan. It might be well said that, perhaps, it is an implied 
policy. In determining costs, who passes definitely or finally upon 
the determination with regard to costs? 

Mr. Wicxarp. The costs so far as the cooperatives themselves are 
concerned? 

The CuarrMAN. Yes. 

Mr. Wicxarp. They always have engineers. We like for ‘them to 
hire a competent engineering firm to make the plans and make the 
studies, including the costs. And then the Power Division in REA 
has the responsibility of reviewing those estimates. 

The Cuarrman. The cost examinations? 

Mr. Wickarp. And I might say that again as a matter of criticism 
which we did not mention the other day in my prepared statement, 
we are always criticized because we are too conservative, that is, we 
apparently figure the costs are going to be higher than what the 
engineers do, Sut we try to be fair and above criticism. 

The Cuarrman. You would not want to make the cost determina- 
tions the one determining factor in making a loan, because the costs 
will always be controversial. You will find that maybe the utilities 
commission in one State would say that the costs should be something 
and you would say it should be something else. It will always be in 
controversy, but it is one of the factors which you determine in making 
your final decision? 

Mr. Wickarp. I would say that, perhaps, more important in the 
long run, as I see it, is = point of good service, will the power be 
there when the increasing loads come on the cooperative lines? Will 
the service be reliable? ill the voltage be proper? 

As I said the other day, I know from experience how farmers are 
concerned when there is a threat of an outage or bad voltage or 
something of the kind, especially when a whole year’s production may 
depend upon having good service at that particular time. I can 
refer to the chicken brooders, or the pig brooders, or the water pumps, 
and things like that, which just have to be most reliable if the farmers 
are pong to be able to avoid irreparable damage. 

HAIRMAN. I have a cooperative in the western part of my 
district that is doing a fine job. They would, naturally, like to have 
more power and cheaper power. I want them to have more and 
cheaper power, but in the event they were to file an application for 
a loan to take the Buggs Island project power and transmit it across 
the State to this cooperative there is this question. There are certain 
lines in-between Buggs Island and the place where this cooperative 
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is located. The power companies in that area you now say, of course, 
woud be given an opportunity first to supply the needs of the coopera- 
tive. If they could do it cheaper and better, then they would get the 
business? 

Mr. Wickarp. We do not make the loan if they can demonstrate 
that. That is something, as I said, it is our policy, we do our best to 
adhere to, but as I testified the first day, we do not seem to be able 
to satisfy both parties at the same time when these matters come up. 

The Cuarrman. I do not think you will ever satisfy both parties 
at the same time. Mr. DiSalle has not produced that result with the 
meat producers and the farmers and the consumers with his order on 
roll-backs. 

Are there any further questions? 

Mr. Jonzs of Missouri. I would like to ask one question about a 
matter. of policy that you touched on a minute ago, that is, REA, 
of course, is to serve the rural communities and is limited as to the 
size of towns that it can get into. What is the policy on that? I 
have in mind a small community which was being served by REA 
which was later incorporated into a larger town. 

Would the policy be for REA to continue to serve those customers 
in that area and then to take on additional customers that could be 
served from existing REA lines, or should the REA try to permit 
either the municipal power plant or a private power company to do 
that? We have three power companies serving that territory. What 
would be the policy in a case like that? 

Mr. Wickarp. Congressman Jones, legally I think we can continue 
to serve them if they want to get service from the REA-financed lines, 
which I take it for granted are in th’s case now serving the town. 

Mr. Jonss of Missouri. They are serving that part of the town. 
They are getting into the question of who should take on the additional 
customers within that area. That is a resettlement project set up 
back several years ago and was later incorporated into this town. 
The municipal power plant has its lines going out there now. 

Mr. Wickarp. If there are unserved people in this particular area 
and they are not in a town of over 1,500—— 

Mr. Jones of Missouri. They are in the town of over that size. 

Mr. Wickarp. If they are not in a town of over 1,500, and if they 
are unserved, we could make a loan to the REA cooperative to serve 
them. We cannot serve them if they are in a town of over 1,500 and 
still do not have service. We could not make a loan to serve them. 

Mr. Jones of Missouri. You say you could not make a loan to serve 
them, but can the REA use its other funds to extend the service within 
that territory, although it is within a town of eight or ten thousand 
people? 

Mr. Buiacxsurn, I think in a case like that the particular local 
municipal franchise set-up might affect it. Of course, REA would 
permit the cooperative to go ahead and serve the consumers that they 
are already serving. 

Mr. Jongs of Missouri. How about adding the new customers in 
there? 

Mr. Buacksurn. In some States the cooperative would have 
State corporate power to serve others, although they could not get 
the money from REA. The point I started to make was that even if 
the situation existed where they did have the corporate power, the 
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possibility is that, due to franchise limitations on the local coopera- 
tive, it would not be able to do it. The possibility exists, but REA 
financing would not be available for the purpose. 

Mr. Wickarp. You are saying that it would depend upon the local 
conditions, whether they could use their own money. We do not 
encourage them to use their own money to serve people that they 
could not borrow money from us for, but nevertheless we have no 
legal right to deny them going ahead. That is a decision that has 
to be made on a local basis. 

The CHarrman. To what extent would your activities be handi- 
capped if you were required or if an applicant were required to obtain 
a certificate of public convenience and necessity before obtaining a 
loan to construct lines similar to the provision that we have in the 
rural telephone bill which requires the State utilities or the regulatory 
bodies to issue the certificates, if there is such a regulatory body in 
operation in the State? 

Mr. Wickarp. I think that, first, State laws govern whether the 
State commissions can assume any authority. 

Is that right, Mr. Blackburn? That is not just a matter of our 
saying that we want you to assume it or your can take this responsi- 
yulity. 

The Cuarrman. In other words, in Arkansas they do require even 
a cooperative to have such a certificate.- Your idea is that is a matter 
that should be left to the States? 

Mr. Wickarp. We have to. The act specifically provides that we 
must obtain the necessary permission and approvals of the people 
who have jurisdiction in those matters in the State. 

The CuatrmMan. You do not think it should be written into the 
Federal law? 

Mr. Wickarp. Mr. Blackburn, do you want to answer that? I 
do not think we can write it in the Federal law and still make it 
apply. We cannot write something of this type into the Federal 
law, as I understand it. 

The CHarrMan. We could write a provision into the REA Act 
making it applicable to electric and power loans just as we did in 
the rural-telephone bill. 

Mr. Wickarp. That provision is already in the act. 

Mr. Buacksurn. The difference between the two acts, I believe, 
Mr. Chairman, is that under the Electric Act there is a provision that 
wherever the State law requires a certificate of convenience to be 
obtained for a generating plant that must be obtained. Well that, 
of course, would be true anyway whether it was in the Federal act or 
not. The Federal act says, I think, substantially that in about two 
places, but then it adds a condition that, in case there is not any 
regulatory commission or jurisdication over a particular aspect of the 
loan, then the Administrator must make a certain finding; in other 
words, I do not see how the Congress or the Federal Government 
could add to the jurisdication of the State commission. I do not 
think that is what this committee and Congress did in the Telephone 
Act, but rather, they put an additional requirement on Mr. Wickard 
with regard to a finding. 

The CuartrMan. In: the Telephone Act we required an applicant 
for a loan to obtain a certificate of public convenience and necessity 
if there was an agency in the State authorized to make it. 
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Mr. Biackxsurn. Which would be true, of course, whether you 
require that or not, because these are State instrumentalities. They 
are corporations organized under State law and would be subject to 
all of the State-law requirements anyway. 

Mr. Gatuines. How many States in the Union do not have the 
public convenience and necessity requirement? 

Mr. BuacksBurn. With regard to the electric program? 

Mr. Gatuines. Yes. 

Mr. Buacksurn. In a much smaller number of States, I would say, 
is there commission jurisdiction over the electric cooperatives than 
would be true with the telephone people. 

Mr. Gaturnes. I believe all but five States with respect to tele- 
hones have that requirement. That came out when the telephone 
ill was up—it was all but five, I believe. 

Mr. Buacksurn. I do not recall the number. 

Mr. Garuines. You do not know how many there are with respect 

to power, do you? 

Mr. BuacxsBurn. No. ‘ 

The Cuarrman. We had this one statement on the telephone 
proposition in the Telephone Act: 

In a State in which there is no such agency or regulatory body legally authorized 
to issue such certificates to the applicant, no loan shall be made under this section 
unless the Administrator shall determine (and set forth his reasons therefor in 
writing) that no duplication of lines, facilities, or systems, providing reasonably 
adequate services will result therefrom. 

Do you think that your agency now just about meets those require- 
ments? 

Mr. Wickarp. Yes, sir; I think, in effect, that is true now. 

The CuarrMan. Are there any further questions? If there are no 
further questions, Mr. Wickard, it is adjourning time. We want to 
thank vou very much for the benefit of your statements, and to thank 
you for appearing here, and to apologize for having had to call you 
so many different days. 

Mr. Wicxarp. I want to thank you and the rest of the committee. 
I want to say what I did at the very beginning, I think it would be 
very desirable if we had an opportunity to come before your com- 
mittee oftener than we have in the past to discuss the progress of the 
program, so that we can be better informed about what the wishes 
of Congress are, and you can be better informed about what we are 
doing. 

The Cuarrman. Thank you very much. 

(Whereupon, at 11:10 a. m., the committee adjourned subject to 
the call of the Chair.) 
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